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RULES  AND  REGULATIONS 


Title  13— BUSINESS  CREDIT 
AND  ASSISTANCE 

Chapter  I — Small  Business 
Administration 

[Revision  1] 

PART  111— SYSTEM  OF  ACCOUNT 
CLASSIFICATIONS  FOR  SMALL  BUSI¬ 
NESS  INVESTMENT  COMPANIES 

Pursuant  to  authority  contained  in 
section  308  of  the  Small  Business  Invest¬ 
ment  Act  of  1958,  Public  Law  85-699,  72 
Stat.  694,  as  amended,  there  is  revised, 
as  set  forth  below.  Part  111  of  Subchapter 
B,  Chapter  I  of  Title  13  of  the  Code  of 
Federal  Regulations,  as  published  in  27 
F.R. 8693-8713. 

Information  and  effective  date.  On 
March  5,  1965,  notice  of  proposed  rule 
making  was  published  in  the  Federal 
Register  (30  F.R.  2890-2914)  concerning 
the  revision  of  the  System  of  Account 
Classifications  for  Small  Business  Invest¬ 
ment  Companies  (Part  111) . 

After  due  and  careful  consideration  of 
the  comments  received,  the  Administra¬ 
tion  has  determined  to  adopt  revised  Part 
111,  set  forth  below,  as  being  in  further¬ 
ance  of  the  best  interests  of  the  SBIC 
program. 

The  present  revision  incorporates  the 
text  of  the  proposals  published  on  March 
5,  1965,  except  for  the  following  changes 
which  clarify  and  refine  in  more  exact 
detail  a  particular  regulatory  provision: 

1.  A  note  has  been  added  to  accounts 
Nos.  140,  Notes  Receivable;  150,  Accoimts 
Receivable;  and  155,  Accounts  Receivable 
for  Commitment  Fees  on  Deferred  Par¬ 
ticipations  and  Financing  Commitments; 
and  to  related  income,  liability,  and  al¬ 
lowance  for  losses  accounts,  requiring  the 
discontinuance  of  the  recording  as  in¬ 
come  of  amounts  receivable  from  insol¬ 
vent  debtors,  and  either  the  provision  of 
an  adequate  reserve  for  losses  or  the 
deferment  of  income  represented  by  such 
assets  when  the  debtor  small  business 
concern  has  not  earned  the  amount  owed 
by  it,  or  the  fair  value  of  its  securities 
held  by  the  Licensee,  as  determined  in 
good  faith  by  the  board  of  directors,  is 
below  cost. 

2.  Note  4  of  accoimt  No.  198,  Capi¬ 
tal  Stock  of  SBC’s — Other,  has  been 
amended  to  indicate  that,  in  conversions 
of  convertible  debt  securities  or  convert¬ 
ible  capital  stock  of  SBC’s,  the  cost  of  the 
capital  stock  received  by  the  Licensee 
shall  be  equivalent  to  the  value  at  cost  of 
the  convertible  security  surrendered 
therefor.  The  proposed  rule  had  pro¬ 
vided,  as  an  additional  alternative  pro¬ 
cedure,  the  evaluation  of  stock  acquired 
through  conversion  at  the  market  bid 
price  of  either  the  security  surrendered 
or  the  stock  obtained. 

3.  Note  3  of  account  No.  199,  Warrants, 
Options,  and  Other  Stock  Rights  Ac¬ 
quired  from  SBC’s,  has  been  altered  to 
provide  that,  in  arriving  at  a  determined 
cost  of  warrants,  options,  and  other  stock 
rights  acquired  with  debt  securities  with¬ 
out  a  separate  consideration  being  given 
therefor,  full  consideration  shall  be  given 
to  the  grade  of  the  debt  security. 


4.  ’The  title  of  accoimt  No.  386.2,  Other 
Liabilities — Unrealized  Gain  on  Sale  of 
Assets,  has  been  changed  to  “Other  Lia¬ 
bilities — Deferred  Gain  on  Sale  of  As¬ 
sets,”  and  corresponding  changes  have 
been  made  in  the  account  description. 
A  sentence  has  been  added  to  the  “Note” 
following  the  accoimt  to  indicate  its  be¬ 
ing  an  optional  account  to  be  used  only 
if  Licensee  chooses  to  defer  gain  arising 
from  sales  of  assets  on  an  installment- 
pasunent  basis. 

5.  'The  “Note”  following  account  No. 
386.3,  Other  Liabilities — ^Discount  on 
Caiptal  Stock  of  SBC’s,  has  been  revised 
to  indicate  simply  its  being  an  optional 
account  to  be  used  only  if  Licensee  pre¬ 
fers  to  enter  the  contingent  liability  in 
its  books.  Reference  to  amortization  of 
the  discount  to  operating  income  ap¬ 
peared  not  to  be  pertinent  and,  accord¬ 
ingly,  it  has  been  deleted  to  avoid  possible 
misunderstanding. 

6.  Debit  item  (d)  of  account  No.  420, 
Paid-In  Surplus,  indicating  a  charge  to 
such  account  for  stock  dividends  de¬ 
clared,  has  been  deleted  on  the  premise 
that  stock  dividends  may  not,  under  gen¬ 
erally  accepted  accounting  procedures, 
be  i^ed  from  paid-in  surplus. 

7.  Debit  item  (c)  in  both  account  No. 
425,  Retained  Earnings  from  Net  In¬ 
come,  and  account  No.  426,  Retained 
Earnings  from  Net  Realized  Gain  on  In¬ 
vestments,  has  been  rephrased  to  provide 
that  stock  dividends  shall  be  issued  at 
a  per  share  value  representing  the  higher 
of  (a)  fair  value  or  (b)  average  paid-in 
capital  per  share  existing  at  the  time 
that  the  dividend  is  declared.  The  no¬ 
tice  of  proposed  revision  indicated  only 
that  the  per  share  value  should  be  not 
less  than  the  average  paid-in  capital  per 
share. 

The  revised  text  set  forth  below  inci¬ 
dentally  corrects  a  number  of  minor 
tsqiographical  errors  which  appeared  in 
the  March  5,  1965,  published  proposal: 

1.  Appropriate  spacing  has  b^n  made 
in  the  listing  of  memorandum  record 
designations  at  the  beginning  of  the 
System  of  Account  Classifications. 

2.  “NA-16-NL-19”  has  been  changed 
to  “NL-16-NI-19”  in  designations  for 
Nominal  Liabilities. 

3.  Reference  to  accounts  Nos.  577 
through  584  has  been  added  to  the  index. 

4.  The  title  “Asset  Accounts”  has  been 
placed  at  top  of  column  which  incorrectly 

led  off  with  “100-102  Deposits  in _ 

_ bank.” 

5.  Final  “s”  deleted  from  “adjust¬ 
ments”  in  debit  item  (d)  of  account  No. 
253,  Uncollected  Discount,  Fees,  and 
Other  Charges  on  Loans  (Section  305). 

6.  In  “Note  2”  of  account  No.  384,  Un¬ 
earned  Dls<X)unt,  Fees,  and  Other 
Charges  on  Debt  Securities  (Section 
304),  reference  to  account  No.  518 
changed  to  account  No.  516. 

7.  Following  reference  added  to  ac¬ 
count  No.  393,  Allowance  for  Losses  on 
Debt  Securities  (Section  304) :  “(See  ac¬ 
counts  Nos.  180  and  184).” 

8.  In  the  “Note”  of  account  No.  516, 
Interest  on  Debt  Securities,  hsqihen  in¬ 
serted  in  word,  “debtor,”  in  sixth  line 
to  show  word  cllvision  at  end  of  line. 


9.  Parenthesis  added  at  end  of  debit 
item  (a)  of  account  No.  582,  Income 
from  Assets  Acquired  in  Liquidation  of 
Loans  and  Debt  Securities. 

10.  In  description  of  account  No.  620, 
Interest  on  Debt  Securities  Sold  with 
Recourse,  first  “of”  in  third  line  changed 
to  “on.” 

11.  Period  inserted  before  final  pa¬ 
renthesis  in  last  line  of  description  of 
account  No.  658,  Insurance. 

12.  Comma  deleted  between  “account¬ 
ing”  and  “forms”  in  next-to-last  line  of 
description  of  account  No.  662,  Miscel¬ 
laneous  Services  and  Supplies. 

In  view  of  the  Administrator’s  deter¬ 
mination  finding  it  necessary  in  the  pub¬ 
lic  interest  that  the  present  Revision 
should  be  promptly  applied  to  the  pro¬ 
gram  authorized  by  the  Small  Business 
Investment  Act  of  1958,  it  shall  become 
effective  upon  publication  in  the  Federal 
Register. 

By  direction  of  Eugene  P.  Foley,  Ad¬ 
ministrator,  Small  Business  Adminis¬ 
tration. 

Dated:  March  22, 1965. 

Ross  D.  Davis, 
Executive  Administrator, 
Small  Business  Administration. 

General  Ledger 

Account 

Numbers 

100-299  Asset  accounts. 

300-399  Liability  and  valuation  reserve  ac¬ 
counts. 

400-499  Capital  stock  and  surplus  accounts. 
500-399  Income  accounts. 

600-799  Expense  accounts. 

Memorandum  Records 

CA-1  -  CA-4  Contingent  assets. 

CIr-6  -  CIj-9  Contingent  liabUltles. 
NA-10  -  NA-14  Nominal  assets. 
NL-16-NL-19  Nominal  liabUlties. 

OCS-1  Options  on  company’s  stock. 

ASSET  ACCOUNTS 

10-12 — Cash  on  Hand  and  in  Banks 


Sec. 

100-102  Deposits  in _ bank. 

110-112  Deposits  in  Imprest  account  in 
_ bank. 

115-117  Time  deposits  in _ bank. 


118  Cash  items  in  process  of  collection. 

120  Petty  cash  fimd. 

13 — Investments  in  United  States  Govern¬ 
ment  Securities  and  in  Insured  Savings 
Accounts 

130  United  States  Government  obligations, 

direct  and  fully  guaranteed. 

131  Insured  savings  accounts. 

14 — Notes  Receivable 
140  Notes  receivable. 

15 — Accounts  Receivable 

150  Accounts  receivable. 

154  Accounts  receivable  for  compensation 

on  participations  sold. 

155  Accounts  receivable  for  commitment 

fees  on  deferred  participations  and 
financing  commitments. 

16 — Accrued  Interest  Receivable 
160  Accrued  Interest  receivable. 

17 — Loans  to  Small  Business  Concerns 

170  Loans  (Section  305). 

179  Funds  in  escrow  pending  closing  of 
financing. 


Friday,  March  26,  1965  ■ 


FEDERAL  REGISTER 


4017 


18 — De}>t  Securities  of  Small  Business 
Concerns 

Sec. 

180  Debt  secTirltles,  convertible,  and  with 
stock  purchase  warrants  or  options 
(Section  304). 

184  Debt  securities  divested  of  stock  rights 
(Section  304). 

19 —  Capital  Stock  and  Stock  Rights  of  Small 

Business  Concerns 

190  Convertible  capital  stock  of  SBCs. 

194  Capital  stock  of  SBCs  with  stock  pur¬ 
chase  warrants  or  options. 

198  Capital  stock  of  SBCs— other. 

199  Warrants,  options,  and  other  stock 

rights  acquired  from  SBCs. 

20 —  Assets  Acquired  in  Liquidation  of  Loans 

and  Debt  Securities 

200  Assets  acquired  In  liquidation  of  loans 

and  debt  securities. 

21 —  Amounts  Due  from  Debtors  on  Sale  of 
Assets  Acquired  in  Liquidation  of  Loans 
and  Debt  Securities 

210  Amounts  due  from  debtors  on  sale  of 
assets  acquired  In  liquidation  of  loans 
and  debt  securities. 

22 — Prepaid  Expenses 
220  Prepaid  expenses. 

224  Unamortlzed  discount  on  debentures 
payable. 

23 —  Furniture  and  Equipment 
230  Furniture  and  equipment. 

24 —  Corporate  Premises  Owned 

240  Corporate  premises  owned — land. 

241  Corporate  premises  owned — building. 

242  Leasehold  improvements. 

25 — Other  Assets 

250-252  Capital  stock  subscriptions  receiv¬ 
able — _ 

(Type  and  class) 

253  Uncollected  discount,  fees,  and  other 

charges  on  loans  (Section  305). 

254  Uncollected  discount,  fees,  and  other 

charges  on  debt  securities  (Section 
304). 

255  Amounts  due  from  directors,  officers, 

and  employees. 

256  Organization  costs. 

257  Other  assets. 

LIABILITY  AND  VALUATION  RESERVE  ACCOUNTS 

30 —  Notes  and  Other  Obligations  Payable  to 

SB  A  for  Funds  Borrowed 

300  Notes  payable  to  SBA — direct  loans. 

301  Notes  payable  to  SBA — guaranteed  loans 

purchased  by  SBA. 

302  Debentures  payable,  subordinated,  is¬ 

sued  to  SBA. 

31 —  Notes  and  Other  Obligations  Payable  to 
Other  than  SBA  for  Funds  Borrowed 

310  Loans  sold  with  recourse. 

312  Debt  securities,  convertible,  and  with 
stock  purchase  warrants  or  options 
sold  with  reco\irse. 

314  Debt  securities  divested  of  stock  rights 

sold  with  recourse. 

315  Notes  payable  to  other  than  SBA — guar¬ 

anteed  by  SBA. 

316  Notes  payable  to  other  than  SBA — not 

guaranteed  by  SBA. 

317  Debentures  payable,  unsubordinated. 

318  Debentures  payable,  subordinated.  Is¬ 

sued  to  other  than  SBA. 

319  Mortgages  payable. 

32 — Notes  Payable — Other 

320  Notes  payable — other. 

33 — Participations 

330  Participations  of  other  lenders  in  loans. 

331  Participations  of  other  investors  in 

debt  securities. 

332  Participations  of  other  Investors  In 

capital  stock  of  SBCs. 


Sec. 

333  Participations  of  other  Investors  In  war¬ 

rants,  options,  and  other  stock  rights 
acqiilred  from  SBCs. 

334  Participations  In  assets  acquired  In 

liquidation  of  loans  and  debt  securi¬ 
ties. 

335  Participations  In  amounts  due  frmn 

debtors  on  sale  of  assets  acquired  in 
liquidation  of  loans  and  debt  securi¬ 
ties. 

34 — Accounts  Payable 

340  Accounts  payable  for  compensation  on 
participations  purchased. 

342  Accounts  payable  for  commitment  fees 
on  deferred  participations. 

344  Accounts  payable — other. 

35 — Accrued  Expenses  Payable 

350  Accrued  Interest  payable. 

352  Accrued  Interest  payable  on  participa¬ 
tions  of  other  lenders  or  investors  in 
loans,  debt  securities,  and  amounts 
due  from  debtors. 

354  Estimated  Federal  income  taxes  ac¬ 
crued. 

356  Estimated  State  Income  taxes  accrued. 
358  Other  accrued  expenses. 

36 —  Dividends  Payable 

360-362  Dividends  payable  on _ 

capital  stock.  (Type  and  class) 
365-367  Stock  dividends  payable  on 

_ capital  stock. 

(Type  and  class) 

37 —  Deposit  Liabilities 

370  Federal  taxes  withheld. 

372  State  and  city  taxes  withheld. 

374  Unapplied  receipts. 

376  Advance  Interest  payments. 

378  Miscellaneous  trust  receipts. 

38 — Other  Liabilities 

380  Unamortlzed  premium  on  debentures 
payable. 

382  Unearned  discount,  fees,  and  other 
charges  on  loans  (Section  305) . 

384  Unearned  discount,  fees,  and  other 
charges  on  debt  securities  (Section 
304). 

386  Other  liabilities. 

39 — Valuation  Reserves 

390  Allowance  for  uncollectible  notes  and 

accounts  receivable. 

391  Allowance  for  uncollectible  Interest 

receivable. 

392  Allowance  for  uncollectible  loans  (Sec¬ 

tion  305). 

393  Allowance  for  losses  on  debt  securities 

(Section  304) . 

394  Allowance  for  losses  on  capital  stock  of 

SBCs  and  on  stock  rights  acquired 
from  SBCs. 

395  Allowance  for  losses  on  assets  acquired 

In  liquidation  of  loans  and  debt  secu¬ 
rities. 

396  Allowance  for  uncollectible  amounts 

due  from  debtors  on  sale  of  assets 
acquired  in  liquidation  of  loans  and 
debt  securities. 

397  Accumulated  depreciation  on  furniture 

and  equipment. 

398  Accumulated  depreciation  on  corporate 

premises  owned — ^building. 

399  Accumulated  depreciation  on  assets  ac¬ 

quired  in  liquidation  of  loans  and 
debt  securities. 

CAPITAL  STOCK  AND  SURPLUS  ACCOUNTS 

40-41 — Capital  Stock 


400-404  _ capital  stock  au- 

(Type  and  class) 
tborlzed. 

405-409  _ _  unissued  capital 

(Type  and  class) 
stock. 


Sec. 

410-412  - capital  stock  sub- 

(Type  and  class) 
scribed. 

415-419  Treasury  stock — _ 

(Type  and  class) 
42 — Surplus 

420  Paid-in  siirplus. 

425  Retained  earnings  from  net  income. 

426  Retained  earnings  from  net  realized 

gain  on  investments. 

427  Appropriated  retained  earnings. 

429  Profit  and  loss  summary. 

430  Realized  gain  and  loss  summary. 

INCOME  ACCOUNTS 

50 — Commitment  Income 
500  Commitment  income. 

51-52 — Interest  Income 

504  Interest  on  time  deposits. 

510  Interest  on  U.S.  Government  securities. 

511  Income  from  Insured  savings  accounts. 

512  Interest  on  loans. 

514  Interest  on  funds  in  escrow  pending 
closing  of  financing. 

516  Interest  on  debt  securities. 

518  Interest  on  amounts  due  from  debtors 
on  sale  of  assets  acquired  in  liquida¬ 
tion  of  loans  and  debt  securities. 

520  Interest  income— other. 

53 — Compensation  Income 

530  Compensation  income — participations 
sold. 

532  Advisory  and  consulting  service  fees. 

534  Appraisal  and  investigation  fees. 

536  Miscellaneous  fees. 

54 — Dividends  and  Other  Earnings 

540  Dividends  on  capital  stock  of  SBCs. 

541  Sharings  in  income  of  SBCs. 

55 — Amortisation  of  Premium  on  Debentures 
,  Payable 

550  Amortization  of  premium  on  deben¬ 
tures  payable. 

56 —  Gain  on  Debentures  Purchased  and 

Retired 

560  Gain  on  debentures  purchased  and 
retired.  ’ 

57 —  Gain  on  Securities  and  Other  Assets 

570  Gain  on  U.S.  Government  securities. 

572  Gain  on  debt  securities  (Section  304) . 
574  Recoveries  on  asset  losses  charged  to 
loss  accounts. 

576  Gain  on  capital  stock  of  SBCS. 

577  Gain  on  warrants,  options,  and  other 

stock  rights  acquired  from  SBCs. 

578  Gain  on  assets  acquired  in  liquidation 

of  loans  and  debt  securities. 

579  Gain  on  other  assets. 

58 — Miscellaneous  Income 

580  Rental  income. 

582  Income  from  assets  acquired  in  liquida¬ 
tion  of  loans  and  debt  securities. 

584  Other  income. 

EXPENSE  ACCOUNTS 

60 — Commitment  Expense 
600  Commitment  expense. 

61-62 — Interest  Expense 

610  Interest  on  notes  payable  to  SBA. 

614  Interest  on  debentures  payable,  issued 
to  SBA. 

618  Interest  on  loans  sold  with  recourse. 

620  Interest  on  debt  securities  sold  with 
recourse. 

622  Interest  on  notes  payable  to  other  than 
SBA. 

624  Interest  on  debentures  payable,  issued 
to  other  than  SBA. 

626  Interest  on  mortgages  payable  for 
funds  borrowed. 

628  Interest  expense — other. 
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63 — Compensation  Expense 

Sec. 

630  Compensation  expense — participations 
purchased. 

64 — Debenture,  Fiscal  Agent,  and  Stock 
Record  Expense 

640  Debenture  and  fiscal  agent  expense. 

642  Transfer  agent  and  registrar  expense. 

65-67 — Operating  Expenses 

650-679  Operating  expenses. 

650  Advertising  and  promotional  costs. 

651  Appraisal,  consulting,  and  engineering 

costs. 

652  Auditing  and  examination  costs. 

653  Communications. 

654  Cost  of  space  occupied. 

655  Depreciation  of  corporate  premises 

owned — biUlding. 

656  Depreciation  of  fumltiire  and  equip¬ 

ment. 

657  Directors’  and  stockholders’  meetings 

costs. 

658  Insurance. 

659  Investigation  and  financial  service 

costs. 

660  Investment  adviser  and  supervisory 

costs. 

661  Legal  services. 

662  Miscellaneous  services  and  supplies. 

663  Salaries. 

664  Taxes,  exclndlng  Federal  and  State 

income  taxes. 

665  Travel. 

666  Uncollectible  notes  and  accounts. 

667  Uncollectible  Interest  receivable. 

668  Uncollectible  loans  (Section  305) . 

669  Uncollectible  amounts  due  from  debtors 

on  sale  of  assets  acquired  in  liquida¬ 
tion  of  loans  and  debt  securities. 

670  Maintenance  and  repairs. 

671  Retirement  benefits  exp)ense. 

672  Organization  expense. 

673  Estimated  losses  on  debt  securities 

(Section  304) . 

674  Estimated  losses  on  capital  stock  of 

SBCs. 

675  Estimated  losses  on  assets  acquired  in 

liquidation  of  loans  and  debt  securi¬ 
ties. 

676  Estimated  losses  on  warrants,  options, 

and  other  stock  rights  acquired  from 
SBCs. 

679  Miscellaneous  operating  expenses. 

68 — Amortization  of  Discount  on  Debentures 
Payable 

680  Amortization  of  discount  on  debentures 

payable. 

69 —  Loss  on  Debentures  Purchased  and 

Retired 

690  Loss  on  debentures  purchased  and  re¬ 
tired. 

70 —  Loss  on  Securities  and  Other  Assets 

700  Loss  on  U S.  Government  securities. 

702  Loss  on  debt  securities  (Section  304). 

706  Loss  on  capital  stock  of  SBCs. 

707  Loss  on  warrants,  options,  and  other 

stock  rights  acquired  from  SBCs. 

708  Loss  on  assets  acquired  in  liquidation 

of  loans  and  debt  secruities. 

709  Loss  on  other  assets. 

71 — Miscellaneous  Expenses 

710  Expense  on  assets  acquired  in  liquida¬ 

tion  of  loans  and  debt  securities. 

715  CXher  expenses. 

72 — Federal  and  State  Income  Taxes 

720  Federal  income  taxes — net  income. 

722  Federal  income  taxes — net  realized  gain 
on  investments. 

725  State  income  taxes — net  income. 

727  State  incmne  taxes — net  realized  gain 
on  investments. 


MEMORANDUM  RECORDS 
Contingent  Assets 

Sec. 

CA-1  Documentary  items  in  process  of  col¬ 
lection. 

CA-2  Other  contingent  assets. 

Contingent  Liabilities 

CL-6  Commitments  outstanding. 

CL-7  Other  contingent  liabilities. 

Nominal  Assets 

NA-10  Stock  purchase  warrants  or  options 
on  stock  of  SBCs. 

Nominal  Liabilities 

NL-16. 

Options  on  Company’s  Stock 
OCS-1  Options  on  company’s  stock. 

Authoritt:  The  provisions  of  this  Part  III 
issued  under  sec.  308,  72  Stat.  694;  15  U.S.C. 
687. 

General  Instructions 

1.  This  system  of  account  classifica¬ 
tions  for  small  business  investment  com¬ 
panies  is  adaptable  to  manual  or  machine 
accounting  procedures  employing  the 
double-entry  method,  and  is  otherwise 
designed  to  meet  the  specific  needs  of 
companies  licensed  in  accordance  with 
the  provisions  of  the  Small  Business  In¬ 
vestment  Act  of  1958,  as  amended.  Fi¬ 
nancial  data  accumulated  in  the  manner 
required  by  this  accounting  system  will 
facilitate  the  preparation  of  the  annual, 
semiannual,  and  interim  financial  re¬ 
ports  on  SBA  Form  468  to  be  furnished 
by  licensed  companies  pursuant  to  the 
Act  and  Regulations. 

2.  Account  classifications  in  use  by 
companies  licensed  prior  to  issuance  of 
this  revised  system  shall  be  converted  to 
the  classifications  set  forth  herein  as 
soon  as  practicable  but  not  later  than  60 
days  after  their  adoption  and  publica¬ 
tion  in  the  Federal  Register.  A  small 
business  investment  company  which 
considers  that  it  needs  one  or  more  addi¬ 
tional  accounts  may  submit  a  detailed  de¬ 
scription  of  the  proposed  account(s)  to 
SBA  for  consideration,  and,  upon  receipt 
of  written  approval  thereof,  may  incor¬ 
porate  such  additional  accounts  into  its 
accounting  system. 

3.  Subdivisions  of  any  account  in  this 
system  of  account  classifications  may  be 
kept  in  the  general  ledger  without  the 
prior  approval  of  SBA,  provided  that 
such  subaccounts  do  not  impair  the  in¬ 
tegrity  of  the  accounts  set  forth  in  the 
prescribed  system.  The  titles  of  all 
such  subaccounts  shall  refer  by  number 
and  title  to  the  accounts  of  which  they 
are  subdivisions,  and  a  description  of 
such  subaccounts  shall  be  furnished  to 
SBA  promptly  upon  their  establishment. 
Use  of  a  decimal  system  is  required  for 
extending  the  account  numbers  to  iden¬ 
tify  such  subsMXiOunts. 

4.  This  account  classifications  system 
provides  for  two-digit  number  designa¬ 
tions  for  major  categories  under  which 
accounts  are  listed,  and  three-digit  num¬ 
ber  designations  for  individual  general 
ledger  accounts.  The  first  two  digits  of 
an  individual  account  number  refer  to 
the  major  category  under  which  the  ac¬ 
count  is  classified  and  the  third  digit 
identifies  the  specific  account.  Digits 
from  zero  through  nine  are  used  to  iden¬ 


tify  specific  accounts.  For  example,  the 
first  deposit  bank  account  established 
will  be  designated  “100”  and  the  second 
“101.”  It  wUl  be  noted  that  some  cate¬ 
gories  encompass  individual  accounts  in 
sufficient  number  to  require  assignment 
of  more  than  one  two-digit  number  to 
identify  the  category.  For  example, 
“Cash  on  Hand  and  in  Banks”  has  been 
assigned  category  numbers  “10,”  “11,” 
and  “12.” 

5.  Books  of  account  shall  be  main¬ 
tained  on  an  accrual  basis  and,  at  the 
end  of  each  month,  all  transactions  and 
accruals  applicable  to  the  month,  as 
nearly  as  may  be  ascertained,  shall  be 
entered  in  the  books. 

6.  It  is  very  important  that  complete 
and  accurate  records  of  all  contingent 
and  nominal  assets  and  liabilities  be 
maintained.  This  is  especially  true  with 
respect  to  outstanding  commitments  to 
finance  small  business  concerns  through 
loans  to  them  or  the  acquisition  of  their 
equity  securities,  and  to  make  funds 
available  to  other  lenders  through  de¬ 
ferred  participations.  A  section  provid¬ 
ing  for  the  maintenance  of  appropriate 
memorandum  records  is  included  herein, 
covering  contingent  assets,  contingent 
liabilities,  nominal  assets,  nominal  lia¬ 
bilities,  and  options  on  the  capital  stock 
of  the  small  business  investment  com¬ 
pany. 

7.  Each  small  business  investment 
company  shall  keep  its  books  of  account, 
and  all  other  books,  records,  and  memo¬ 
randa  which  support  in  any  way  the  en¬ 
tries  in  its  boo^  of  account,  in  such 
manner  as  to  be  able  readily  to  furnish 
full  information  on  any  item  included 
in  any  accoimt.  The  books  and  records 
referred  to  herein  include  not  only  ac¬ 
counting  records  in  a  limited  technical 
sense,  but  all  other  records,  such  as  min¬ 
ute  books,  capital  stock  records,  reports, 
correspondence,  and  memoranda  which 
may  be  useful  in  developing  the  history 
of,  or  facts  regarding,  any  transaction. 

8.  Nothing  contained  in  this  system  of 
account  classifications  can  or  is  intended 
to  authorize  or  approve  any  operation  or 
action  by  a  Licensee,  or  any  other,  not 
authorized  or  approved  by  the  Small 
Business  Investment  Act  of  1958,  as 
amended. 

ASSET  ACCOUNTS 

100—102  Deposits  in _ bank. 

These  accounts  will  represent  fimds 
on  demand  deposit  in  banks  which  are 
members  of  the  Federal  Deposit  Insur¬ 
ance  Corporation. 

Debit: 

(a)  With  amount  of  funds  deposited. 

Credit: 

(a)  With  amount  of  funds  withdrawn, 
and  charges  made  by  bank  for  such  items 
as  dishonored  checks,  transfer  of  funds 
by  wire,  collection,  exchange,  etc. 

110—112  Deposits  in  imprest  account  in 
- bank. 

These  accounts  will  represent  ftmds 
on  demand  deposit  in  imprest  bank  ac¬ 
counts  to  be  ^awn  upon  for  the  pay¬ 
ment  of  operating  expenses  and  to  be  re¬ 
imbursed  periodical^  through  deposit 
therein  of  a  check  requiring  dual  sig- 


FEDERAL  REGISTER 


4019 


Friday,  March  26,  1965 


natures  and  drawn  on  the  company’s 
general  funds  bank  accoimt. 

Debit: 

(a)  With  amount  of  fimds  deposited. 

Credit: 

(a)  With  amount  of  funds  withdrawn. 
llS-117  Time  deposits  in _ bank. 

These  accounts  will  represent  funds 
or.  time  deposit  in  banks  which  are  mem¬ 
bers  of  the  Federal  Deposit  Insurance 
Corporation. 

Debit: 

(a)  With  amount  of  funds  deposited. 

Credit: 

(a)  With  amount  of  funds  withdrawn. 
118  Cash  items  in  process  of  collection. 

This  account  will  represent  the  amount 
of  cash  items  placed  with  banks  for  col¬ 
lection. 

Debit: 

(a)  With  amount  of  such  items  placed 
with  banks  for  collection. 

Credit: 

(a)  With  amount  of  items  collected. 

(b)  With  amount  of  uncollected  items 
returned  or  withdrawn. 

120  Petty  cash  fund. 

This  account  will  represent  the  Imprest 
petty  cash  fund  maintained  for  the  pur¬ 
pose  of  making  small  disbursements. 

Debit: 

(a)  With  amount  placed  in  the  fimd 
when  established. 

(b)  With  amount  of  increase  in  the 
fund. 

Credit: 

(a)  With  amoxmt  of  decrease  in  the 
fund. 

Note:  The  petty  cash  fund  may  he  reim¬ 
bursed  and  expenditures  recorded  as  often 
as  circumstances  require,  but  must  be  re¬ 
imbursed  at  the  close  of  the  company's  fiscal 
year.  Checks  to  replenish  the  fund  will  be 
drawn  on  a  general  fund  bank  account  and 
include  “petty  cash"  as  a  payee.  Debits 
totaling  the  amount  of  this  replenishment 
should  be  made  concurrently  to  the  appro¬ 
priate  accounts. 

130  United  States  Government  obliga¬ 
tions,  direct  and  fully  guaranteed. 

This  account  will  represent  the  cost 
of  temporary  investments  made  from 
general  cash  funds  in  direct  obligations 
of  the  United  States  Government  and 
obligations  guaranteed  as  to  principal 
and  interest  by  the  United  States  Gov¬ 
ernment.  When  United  States  Savingrs 
Bonds  redeemable  at  par  value  on  matu¬ 
rity  are  purchased  at  less  than  face 
value,  the  increase  in  redemption  value 
may  be  periodically  charged  to  this  ac- 
coimt  with  concurrent  credit  to  account 
No.  510 — ^Interest  on  U.S.  Government 
securities. 

Debit: 

(a)  With  cost  of  such  securities  ac¬ 
quired. 

(h)  With  Increase  in  redemption  value 
of  United  States  Savings  Bonds. 

Credit: 

(a)  With  redemption  value  of  United 
States  Savings  Bonds  redeemed. 

(b)  With  cost  of  such  securities  sold 
or  disposed  of  otherwise. 

Note:  Increase  In  value  over  cost  of  United 
States  Treasury  bUIs,  which  are  issued  at  a 
discount  and  are  noninterest  bearing.  wiU 
not  be  reflected  In  this  accoimt  but  will  be 


debited  at  the  end  of  each  month  to  account 
No.  160 — ^Accrued  interest  receivable,  with 
concurrent  credit  to  accoimt  No.  510 — Inter¬ 
est  on  UJ3.  Government  securities. 

(See  accounts  Nos.  570  and  700) 

131  Insured  savings  accounts. 

This  account  will  include  the  balances 
in  subaccounts  Nos.  131.1, 131.2,  etc. 

131.1  Insured  savings  in _ _ 

This  account  will  represent  funds  in 
an  insured  savings  account  in  an  insti¬ 
tution  the  accounts  of  which  are  Insured 
by  the  Federal  Savings  and  Loan  Insur¬ 
ance  Corporation. 

Debit: 

(a)  With  amount  of  funds  deposited. 

(b)  With  amount  of  dividends  received 
on  such  deposits. 

Credit: 

(a)  With  amount  of  funds  withdrawn. 
140  Notes  receivable. 

This  account  will  represent  the  impaid 
balance  of  miscellaneous  notes  receiv¬ 
able.  Notes  representing  amounts  due 
from  debtors  on  sale  of  assets  acquired 
in  liquidation  of  loans  and  debt  securi¬ 
ties  will  be  reflected  in  account  No.  210. 
Debit: 

(a)  With  amount  of  such  miscellane¬ 
ous  notes  received. 

Credit: 

(a)  With  amount  collected  on  princi¬ 
pal  of  such  miscellaneous  notes. 

(b)  With  unpaid  principal  balance 
written  off  or  disposed  of  otherwise. 

Note:  Recording  as  Income  of  amounts 
entered  in  this  account  should  be  discon¬ 
tinued  with  respect  to  any  smaU  business 
concern  which  is  in  bankruptcy,  or  on  the 
verge  thereof,  or  otherwise  considered  to 
be  insolvent.  The  amounts  in  question 
should  be  credited  as  deferred  Income  in 
account  No.  386.1 — Other  liabilities — gen¬ 
eral,  pending  determination  of  the  appro¬ 
priate  accounting.  In  less  serious  situations, 
when  the  debtor  small  business  concern  has 
not  earned  the  amount  of  the  receivable, 
or  the  fair  value  of  its  debt  or  equity  in¬ 
struments  held  by  the  company,  as  de¬ 
termined  by  the  Board  of  Directors,  is  less 
than  cost,  or  recovery  thereon  is  doubtful, 
an  addition  to  the  allowance  for  uncol¬ 
lectible  notes  and  accounts  receivable  should 
be  made  in  an  amount  equivalent  to  the  re¬ 
ceivable  entered  in  this  accoimt,  or,  as  an 
alternative,  the  receivable  recorded  as  an 
asset  should  be  concurrently  credited  as  de¬ 
ferred  Income  to  account  No.  386.1  as  above 
Indicated. 

(See  account  No.  390) 

150  Accounts  receivable. 

This  account  will  represent  the  amount 
due  on  open  account  for  advisory,  con¬ 
sulting,  appraisal,  flnaneial,  and  miscel¬ 
laneous  services  rendered,  declared  divi¬ 
dends  receivable  on  capital  stock  of  small 
business  concerns,  amoimts  receivable 
representing  sharings  in  the  income  of 
small  business  concerns,  and  other  cur¬ 
rent  receivables  for  which  no  specific 
accounts  have  been  provided. 

Debit: 

(a)  With  amoimt  due  the  company. 
Credit: 

(a)  With  amount  collected. 

(b)  With  amoimt  written  off  or  dis¬ 
posed  of  otherwise. 

Note:  Recording  as  income  of  amounts 
entered  in  this  account  should  be  discon¬ 


tinued  with  respect  to  any  small  business 
concern  which  is  in  bankruptcy,  or  on  the 
verge  thereof,  or  otherwise  considered  to  be 
Insolvent.  The  amounts  in  question  should 
be  credited  as  deferred  income  in  accoimt 
No.  386.1 — Other  Uablllties — general,  pend¬ 
ing  determination  of  the  appropriate  ac¬ 
counting.  In  less  serious  situations,  when 
the  debtor  small  business  concern  has  not 
earned  the  amount  of  the  receivable,  or  the 
fair  value  of  its  debt  or  equity  instruments 
held  by  the  company,  as  determined  by  the 
Board  of  Directors,  is  less  than  cost,  or  re¬ 
covery  thereon  is  doubtful,  an  addition  to 
the  allowance  for  uncollectible  notes  and 
accounts  receivable  should  be  made  in  an 
amount  equivalent  to  the  receivable  entered 
in  this  account,  or,  as  an  alternative,  the 
receivable  recorded  as  an  asset  should  be 
concurrently  credited  as  deferred  income  to 
account  No.  386.1  as  above  indicated. 

(See  account  No.  390) 

154  Accounts  receivable  for  compensa¬ 
tion  on  participations  sold. 

This  account,  on  the  books  of  the  “ini¬ 
tiating”  company,  will  represent  the 
amount  of  accrued  compensation  receiv¬ 
able  for  services  rendered  to  “participat¬ 
ing”  companies,  such  as  banks,  small 
business  investment  companies,  and  oth¬ 
er  lenders  or  investors,  on  their  participa¬ 
tions  in  loans  (Section  305) ,  debt  securi¬ 
ties  (Section  304),  assets  acquired  in 
liquidation  of  loans  and  debt  securities, 
and  amounts  due  from  debtors  on  sale 
of  assets  acquired  in  liquidation  of  loans 
and  debt  securities  of  the  “initiating” 
company. 

Debit: 

(a)  With  amount  of  accrued  compen¬ 
sation  for  such  services  rendered. 

Credit: 

(a)  With  amount  of  such  accrued 
compensation  collected. 

(b)  With  amount  of  such  accrued 
compensation  written  off  or  disposed  of 
otherwise. 

(See  accounts  Nos.  390  and  530) 

155  Accounts  receivable  for  commitment 
fees  on  deferred  participations  and 
financing  commitments. 

This  account,  on  the  books  of  the 
“participating”  company,  will  represent 
the  amount  of  accrued  commitment  fees 
receivable  for  making  funds  available 
on  a  deferred  basis  to  “initiating”  com¬ 
panies,  such  as  banks,  small  business  in¬ 
vestment  companies,  and  other  lenders, 
in  connection  with  their  flnancing  of,  or 
commitments  to  finance,  small  business 
concerns,  or  in  connection  with  their  ac¬ 
quisitions  of  loans  or  equity  securities 
from  other  small  business  investment 
companies. 

In  addition,  an  “initiating”  company 
will  use  this  account  to  record  the 
amount  of  accrued  commitment  fees  re¬ 
ceivable  for  making  funds  available  on 
a  deferred  basis  on  commitments  to  fi¬ 
nance  small  business  concerns. 

Debit: 

(a)  With  amount  of  such  accrued  fees. 

Credit: 

(a)  With  amount  of  such  accrued  fees 
collected. 

(b)  With  amount  of  such  accrued  fees 
written  off  or  disposed  of  otherwise. 

Note  1 :  A  deferred  participation  Is  defined 
as  a  commitment  under  a  participation 


4020 


RULES  AND  REGULATIONS 


agreement  whereby  the  “participating” 
company  will  make  funds  available  on  a  de¬ 
ferred  basis  to  the  “initiating”  company  in 
connection  with  the  latter’s  financing  of.  or 
commitment  to  finance,  a  small  business 
concern,  or  in  connection  with  an  “initi¬ 
ating”  small  business  investment  company’s 
acquisition  of  loans  or  equity  securities  from 
other  such  companies. 

Note  2:  Recording  as  Income  of  accrued 
commitment  fees  receivable  entered  in  this 
account  should  be  discontinued  with  respect 
to  any  small  business  concern  which  is  in 
bankruptcy,  or  on  the  verge  thereof,  or 
otherwise  considered  to  be  insolvent.  The 
amounts  in  question  should  be  credited  as 
deferred  income  in  account  No.  386.1 — Other 
liabilities — general,  pending  determination 
of  the  appropriate  accounting.  In  less  se¬ 
rious  situations,  when  the  small  business 
concern  has  not  earned  the  amount  of  the 
accrued  commitment  fees,  or  the  fair  value 
of  its  debt  or  equity  Instruments  held  by  the 
company,  as  determined  by  the  Board  of 
Directors,  is  less  than  cost,  or  recovery 
thereon  is  doubtful,  an  addition  to  the  al¬ 
lowance  for  uncollectible  notes  and  accoimts 
receivable  should  be  made  in  an  amount 
equivalent  to  such  accrued  commitment 
fees,  or,  as  an  alternative,  the  commitment 
Income  should  be  deferred  in  account  No. 
386.1  as  above  indicated. 

(See  accounts  Nos.  390  and  500) 

160  Accrued  interest  receivable. 

This  account  will  represent  the  amount 
of  interest  accrued  on  loans  to  and  debt 
securities  of  small  business  concerns, 
United  States  Government  obligations, 
direct  and  fully  guaranteed,  notes  re¬ 
ceivable,  sales  contracts,  and  other  in¬ 
terest-bearing  amounts  due  from  debtors, 
including  funds  placed  in  escrow  pending 
the  closing  of  financing. 

On  the  books  of  the  “initiating”  com¬ 
pany,  the  full  amount  of  interest  accrued 
on  loans  (Section  305)  and  debt  securi¬ 
ties  (Section  304)  participated  in  by 
others  will  be  reflected  in  this  accoimt 
pending  collection  from  borrowers,  or 
other  disposition  thereof  (account  No. 
352  will  be  credited  with  amount  due 
“participating”  companies) . 

On  the  books  of  the  “participating” 
company,  interest  accrued  on  the  amount 
of  the  company’s  participation  in  loans 
and  debt  securities  of  others  will  be  re¬ 
flected  in  this  accoimt  pending  receipt 
of  payment  from  the  “initiating”  com¬ 
pany,  or  other  disposition  thereof. 

Debit: 

(a)  With  amount  of  accrued  interest 
purchased,  at  date  interest-bearing  obli¬ 
gations  are  acquired. 

(b)  At  the  end  of  each  month,  with 
amount  of  interest  accrued  on  all  items 
covered  by  this  account  on  that  date. 

(c)  With  amount  of  interest  accrued 
during  the  month  on  such  items  disposed 
of  during  the  month. 

Credit: 

(a)  With  amount  of  interest  payments 
received. 

(b)  With  amount  of  accrued  interest 
transferred  to  assets  acquired  in  liquida¬ 
tion  of  loans  and  debt  securities. 

(c)  Upon  disposition  of  interest-bear¬ 
ing  obligations,  with  amount  of  accrued 
interest  thereon  included  in  this  account. 

(d)  With  amount  of  accrued  interest 
written  off  or  disposed  of  otherwise. 

Note  1:  At  the  option  of  the  company, 
interest  payments  received  in  cash  from 


debtors  prior  to  the  interest  maturity  date 
may  be  credited  to  account  No.  376 — Advance 
Interest  payments,  until  the  maturity  date. 

Note  2:  Accrual  of  interest  receivable 
should  be  discontinued  with  respect  to  any 
loan  or  debt  security  financing  a  small  busi¬ 
ness  concern  which  is  in  bankruptcy,  or  on 
the  verge  thereof,  or  otherwise  considered  to 
bMnsolvent.  Any  Interest  payments  received 
tiaai  such  a  debtor  should  not  be  treated  as 
interest  Income,  but  should  be  either  cred¬ 
ited  as  payments  on  principal  of  the  debt 
or  credited  as  deferred  income  in  account  No. 
386.1 — Other  liabilities — general,  pending 
determination  of  the  appropriate  accounting. 
In  less  serious  situations,  when  interest  re¬ 
ceivable  is  accrued  under  circumstances  in 
which  the  financed  small  business  concern 
has  not  earned  the  amount  thereof,  or  the 
fair  value  of  the  loan  or  debt  security  as 
determined  in  good  faith  by  the  board  of 
directors  is  less  than  cost,  or  recovery  thereon 
is  doubtful,  an  addition  to  the  allowance 
for  uncollectible  Interest  receivable  should 
be  made  in  an  amoimt  equivalent  to  the  ac¬ 
crual  of  Interest  receivable,  or,  as  an  alter¬ 
native,  the  interest  Income  should  be 
deferred  in  account  No.  386.1  as  above 
indicated. 

170  Loans  (Section  305). 

This  account  will  represent  the  un¬ 
paid  balance  of  net  funds  advanced  on 
loans  made  to  small  business  concerns 
pursuant  to  Section  305  of  the  Small 
Business  Investment  Act  of  1958,  as 
amended. 

Debit: 

(a)  With  face  amount  of  direct  loans. 

(b)  On  the  books  of  the  “initiating” 
company,  with  total  face  amount  of  the 
loan  made  to  borrower  by  both  the  “ini¬ 
tiating”  company  and  the  “participating” 
company  (account  No.  330  will  be  cred¬ 
ited  with  the  portion  purchased  by  the 
“participating”  company) . 

(c)  On  the  books  of  the  “participat¬ 
ing”  company,  with  amoimt  of  partici¬ 
pations  in  loans  of  others. 

(d)  With  that,  portion  of  amount  col¬ 
lected  allocable  to  discount,  fees,  and 
other  charges  included  in  the  face 
amount  of  direct  loans  but  withheld 
from  disbursements  to  debtor  small  busi¬ 
ness  concerns  (contra  credit  will  be  made 
to  account  No.  253) . 

(e)  On  the  books  of  the  “initiating” 
company,  with  total  amount  collected  al¬ 
locable  to  such  discount,  fees,  and  other 
charges  included  in  the  face  amount  of 
loans,  but  withheld  from  disbursements 
to  debtor  small  business  concerns,  in  con¬ 
nection  with  loans  participated  in  by 
other  lenders  (contra  credit  will  be  made 
to  account  No.  253  for  the  “initiating” 
company’s  portion  and  to  account  No. 
330  for  the  “participating”  company’s 
portion) . 

(f)  On  the  books  of  the  “participat¬ 
ing”  company,  with  amount  collected  al¬ 
locable  to  that  portion  of  such  discount, 
fees,  and  other  charges  included  in  the 
face  amount  of  loans,  but  withheld  from 
disbursements  to  debtor  small  business 
concerns,  which  is  assigned  to  the  “par¬ 
ticipating”  company  in  connection  with 
its  participations  in  loans  of  other  lend¬ 
ers  (contra  credit  will  be  made  to  account 
No.  253) . 

(g)  With  unpaid  principal  of  loans 
represented  by  renewal  notes  accepted 
or  notes  taken  in  substitution  for  those 
held  (appropriate  adjustment  will  be 
made  to  account  No.  253) . 


(h)  With  reversal  of  prior  credits 
when  checks  received  representing  re¬ 
payments  are  dishonored,  etc. 

Credit: 

(a)  With  amount  of  uncollected  dis¬ 
count,  fees,  and  other  charges  included 
in  the  face  amount  of  direct  loans  but 
withheld  from  disbursements  to  debtor 
small  business  concerns  (contra  debit 
will  be  made  to  account  No.  253) . 

(b)  On  the  books  of  the  “initiating” 
company,  with  total  amount  of  uncol¬ 
lected  discount,  fees,  and  other  charges 
included  in  the  face  amount  of  loans, 
but  withheld  from  disbursements  to 
debtor  small  business  concerns,  in  con¬ 
nection  with  loans  participated  in  by 
other  lenders  (contra  debit  will  be  made 
to  account  No.  253) . 

(c)  On  the  books  of  the  "partici¬ 
pating”  company,  with  that  portion  of 
uncollected  discount,  fees,  and  other 
charges  included  in  tiie  face  amount  of 
loans,  but  withheld  from  disbursements 
to  debtor  small  business  concerns,  which 
is  assigned  to  the  “participating”  com¬ 
pany  in  connection  with  its  participa¬ 
tions  in  loans  of  other  lenders  (contra 
debit  will  be  made  to  account  No.  253) . 

(d)  With  amount  collected  on  face 
amount  of  direct  loans. 

(e)  On  the  books  of  the  “initiating” 
company,  with  full  amount  collected  on 
unpaid  principal  of  loans  participated 
in  by  others. 

(f)  On  the  books  of  the  “participat¬ 
ing”  company,  with  full  amount  by  which 
participations  in  loans  of  others  are  re¬ 
duced  by  repayments  transmitted  by  the 
“initiating”  company. 

(g)  With  unpaid  principal  of  loans 
represented  by  notes  renewed  or  for 
which  other  notes  have  been  substituted 
(appropriate  adjustment  will  be  made 
to  account  No.  253) . 

(h)  With  amount  transferred  to  assets 
acquired  in  liquidation  of  loans  and  debt 
securities  (appropriate  adjustment  will 
be  made  to  account  No.  253) . 

(i)  Witli  unpaid  principal  of  loans 
written  off  or  disposed  of  otherwise  (ap¬ 
propriate  adjustment  will  be  made  to 
account  No.  253). 

Note  1:  It  Is  assumed  that  in  all  loan 
participation  arrangements  the  “initiating” 
company  will  service  the  loans. 

Note  2:  It  is  recommended  that  Individ¬ 
ual  loan  ledger  cards  or  sheets  be  maintained 
for  all  loans.  Such  ledger  cards  or  sheets 
should  contain  the  detailed  Information 
needed  for  account  No.  253 — ^Uncollected  dis¬ 
count,  fees,  and  other  charges  on  loans  (Sec¬ 
tion  305),  account  No.  330 — Participations 
of  other  lenders  in  loans,  and  account  No. 
382 — ^Unearned  discount,  fees,  and  other 
charges  on  loans  (Section  305) . 

(See  accounts  Nos.  310  and  392) 

179  Funds  in  escrow  pending  closing  of 
financing. 

This  account  will  represent  the 
amount  of  funds  placed  in  escrow  pend¬ 
ing  the  closing  of  financing  for  small 
business  concerns. 

Debit: 

(a)  With  amount  of  funds  placed  in 
escrow. 

Credit: 

(a)  With  amount  of  funds  withdrawn 
from  escrow. 
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180  Debt  securities,  convertible,  and 
witb  stock  purchase  warrants  or  op¬ 
tions  (Section  304). 

This  account  will  represent  the  unpaid 
balance  of  net  funds  advanced  on  small 
business  concerns’  debt  securities,  con- 
vertibie,  and  with  attached  stock  pur¬ 
chase  warrants  or  options  acquired  by 
the  company  pursuant  to  Section  304  of 
the  Small  Business  Investment  Act  of 
1958,  as  amended.  If  the  stock  purchase 
warrants,  options,  or  other  stock  rights 
have  a  separate  purchase  cost,  or  if  a 
separate  cost  has  otherwise  been  deter¬ 
mined  for  them,  the  warrants,  options, 
or  other  stock  rights  will  be  reflected  at 
such  cost  in  account  No.  199. 

Debit: 

(a)  With  face  amount  of  debt  secu¬ 
rities,  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options  acquired. 

(b)  On  the  books  of  the  “initiating” 
company,  with  total  face  amoxmt  of  the 
debt  securities,  convertible,  and  with 
stock  purchase  warrants  or  options  pur¬ 
chased  by  both  the  “initiating”  company 
and  the  “participating”  company  (ac¬ 
count  No.  331  will  be  credited  with  the 
portion  purchased  by  the  “participating” 
company) . 

(c)  On  the  books  of  the  “participat¬ 
ing”  company,  with  amount  of  participa¬ 
tions  in  purchases  by  others  of  debt  secu¬ 
rities,  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options. 

(d)  With  that  portion  of  amount  col¬ 
lected  allocable  to  discoimt,  fees,  and 
other  charges  Included  in  the  face 
amount  of  such  debt  securities,  but  with¬ 
held  from  disbursements  to  debtor  small 
business  concerns  (contra  credit  will  be 
made  to  account  No.  254) . 

(e)  On  the  books  of  the  “initiating” 
company,  with  total  amount  collected 
allocable  to  such  discount,  fees,  and  other 
charges  included  in  the  face  amoimt  of 
such  debt  securities,  but  withheld  from 
disbursements  to  debtor  small  business 
concerns,  in  connection  with  purchases 
of  debt  securities  participated  in  by  other 
investors  (contra  credit  will  be  made  to 
account  No.  254  for  the  “initiating”  com¬ 
pany’s  portion  and  to  accoimt  No.  331 
for  the  “participating”  company’s  i>or- 
tion).  . 

(f)  On  the  books  of  the  “participat¬ 
ing”  company,  with  amount  collected 
allocable  to  t^t  portion  of  such  dis¬ 
count,  fees,  and  otoer  charges  included 
in  the  face  amount  of  such  debt  secu¬ 
rities,  but  withheld  from  disbursements 
to  debtor  small  business  concerns,  which 
is  assigned  to  the  “participating”  com¬ 
pany  in  connection  with  its  participa¬ 
tions  in  purchases  by  other  investors  of 
debt  securities  (contra  credit  will  be 
made  to  accoimt  No.  254) . 

(g)  With  reversal  of  prior  credits 
when  checks  received  representing  re¬ 
payments  are  dishonored,  etc. 

Credit: 

(a)  With  amount  of  imcollected  dis¬ 
coimt  (including  that  equivalent  to  the 
determined  cost  of  warrants,  options, 
and  other  stock  rights,  as  explained  in 
Note  3  of  account  No.  199),  fees,  and 
other  charges  included  in  the  face 
amount  of  debt  securities,  convertible, 
and  with  stock  purchase  warrants  or 
options,  but  withheld  from  disburse¬ 


ments  to  debtor  small  business  concerns 
(contra  debit  will  be  made  to  account 
No.  254) . 

(b)  On  the  books  of  the  “initiating” 
company,  with  total  amount  of  uncol¬ 
lected  discount,  fees,  and  other  charges 
included  in  the  face  amount  of  debt  secu¬ 
rities,  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options,  but  withheld 
from  disbursements  to  debtor  small  busi¬ 
ness  concerns,  in  connection  with  pur¬ 
chases  of  debt  securities  participate  in 
by  other  investors  (contra  debit  will  be 
made  to  account  No.  254) . 

(c)  On  the  books  of  the  “participat¬ 
ing”  company,  with  that  portion  of  un¬ 
collected  discount,  fees,  and  other 
charges  included  in  the  face  amount  of 
debt  securities,  convertible,  and  with 
stock  purchase  warrants  or  options,  but 
withheld  from  disbursements  to  debtor 
small  business  concerns,  which  is  as¬ 
signed  to  the  “participating”  company 
in  connection  with  its  participations  in 
purchases  by  other  investors  of  debt 
securities  (contra  debit  will  be  made  to 
account  No.  254) . 

(d)  With  amount  collected  on  face 
amount  of  debt  securities,  convertible, 
and  with  stock  purchase  warrsmts  or 
options. 

(e)  On  the  books  of  the  “initiating” 
company,  with  full  amount  collected  on 
unpaid  principal  of  debt  securities,  con¬ 
vertible.  and  with  stock  purchase  war¬ 
rants  or  options,  through  pa3mients  am¬ 
ortizing  such  securities  and  on  partial 
calls  of  such  securities. 

(f)  On  the  books  of  the  “participat¬ 
ing”  company,  with  full  amount  by  which 
participations  in  purchases  by  others  of 
debt  securities  convertible,  and  with 
stock  purchase  warrants  or  options,  are 
reduced  by  repasmients  transmitted  by 
the  “initiating”  company. 

(g)  With  unpaid  principal  of  debt  se¬ 
curities.  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options,  or  portions 
thereof,  converted  into  capital  stock  (ap¬ 
propriate  adjustment  will  be  made  to  ac¬ 
count  No.  254) . 

(h)  With  impald  principal  of  debt  se¬ 
curities.  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options  which  have 
been  divested  of  stock  rights  through  (1) 
the  expiration  of  the  conversion  privi¬ 
lege,  (2)  the  exercise  or  the  expiration 
of  rights  conveyed  by  nondetachable  or 
detachable  stock  purchase  warrants  or 
options,  or  (3)  the  detachment  of  de¬ 
tachable  stock  purchase  warrants  or 
options. 

(i)  With  impaid  principal  of  debt  se¬ 
curities,  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options,  transferred 
to  assets  acquired  in  liquidation  of  Ioeuos 
and  debt  securities  (appropriate  adjust¬ 
ment  will  be  made  to  account  No.  254) . 

(j)  With  impaid  principal  of  debt  se¬ 
curities.  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options,  written  off  or 
disposed  of  otherwise  (appropriate  ad¬ 
justment  will  be  made  to  account  No. 
254). 

Note  1:  It  is  assumed  that  In  all  arrange¬ 
ments  for  participation  in  the  purchase  of 
debt  securities,  convertible,  and  with  stock 
purchase  warrants  or  options  the  “initiating” 
company  will  service  the  financing. 

Note  3:  It  Is  recommended  that  individual 
ledger  cards  or  sheets  be  maintained  for  all 


debt  securities,  convertible,  and  with  stock 
purchase  warrants  or  options.  Such  ledger 
cards  or  sheets  should  contain  the  detailed 
information  needed  for  account  No.  254 — 
Uncollected  discount,  fees,  and  other  charges 
on  debt  securities  (Section  304) ,  account  No. 
331 — Participations  of  other  investors  in 
debt  securities,  and  account  No.  384 — Un¬ 
earned  discount,  fees,  and  other  charges  on 
debt  securities  (Section  804). 

(See  accounts  Nos.  184,  312,  and  393,  and 
memorandum  record  No.  NA-10) 

184  Debt  securities  divested  of  stock 
rights  (Section  304). 

This  account  will  represent  the  unpaid 
balance  of  net  funds  advanced  on  small 
business  concerns’  debt  securities  which 
have  been  divested  cf  stock  rights 
through  (1)  the  expiration  of  the  conver¬ 
sion  privilege  of  convertible  debt  securi¬ 
ties.  (2)  the  exercise  or  the  expiration  of 
rights  conveyed  by  nondetachable  or  de¬ 
tachable  stock  purchase  warrants  or  , 
options  of  debt  securities,  or  (3)  the  de-  ' 
tachment  of  detachable  stock  purchase 
warrants  or  options,  obtained  in  connec¬ 
tion  with  the  acquisition  of  debt  securi¬ 
ties  pursuant  to  Section  304  of  the  Small 
Business  Investment  Act  of  1958,  as 
amended. 

Debit: 

(a)  With  unpaid  principal  of  debt  se¬ 
curities  divested  of  stock  rights  through 
(1)  the  expiration  of  the  conversion 
privilege,  (2)  the  exercise  or  the  expira¬ 
tion  of  rights  conveyed  by  nondetachable 
or  detachable  stock  purchase  warrants  or 
options,  or  (3)  the  detachment  of  de¬ 
tachable  stock  purchase  warrants  or 
options. 

(b)  On  the  books  of  the  “initiating” 
company,  with  total  unpaid  principal  of 
the  debt  securities  divested  of  stock 
rights  (account  No.  331  will  be  credited 
with  the  portion  purchased  by  the  “par¬ 
ticipating”  company) . 

(c)  On  the  books  of  the  “participat¬ 
ing”  company,  with  amount  of  partici¬ 
pations  in  purchases  by  others  of  debt 
securities  which  have  been  subsequently 
divested  of  stock  rights. 

(d)  With  that  portion  of  amount  col¬ 
lected  allocable  to  discount,  fees,  and 
other  charges  included  in  the  face 
amount  of  such  debt  securities,  but  with¬ 
held  from  disbursements  to  debtor  small 
business  concerns  (contra  credit  will  be 
made  to  account  No.  254). 

(e)  On  the  books  of  the  “initiating” 
company,  with  total  amount  collected 
allocable  to  such  discount,  fees,  and  other 
charges  included  in  the  face  amount  of 
such  debt  securities,  but  withheld  from 
disbursements  to  debtor  small  business 
concerns,  in  connection  with  purchases 
of  debt  securities  participated  in  by  other 
investors  (contra  credit  will  be  made  to 
account  No.  254  for  the  “initiating”  com¬ 
pany’s  portion  and  to  account  No.  331 
for  the  “participating”  company’s 
portion) . 

(f)  On  the  books  of  the  “participat¬ 
ing”  company,  with  amount  collected 
allocable  to  that  portion  of  such  discount, 
fees,  and  other  charges  included  in  the 
face  amount  of  such  debt  securities,  but 
withheld  from  disbursements  to  debtor 
small  business  concerns,  which  is  as¬ 
signed  to  the  “participating”  company  in 
connection  with  its  participations  in  pur- 


4022 


RULES  AND  REGULATIONS 


chases  by  other  investors  of  debt  securi¬ 
ties  (contra  credit  will  be  made  to 
accoimt  No.  254) . 

(g)  With  reversal  of  prior  credits, when 
checks  received  representing  repayments 
are  dishonored,  etc. 

Credit: 

(a)  With  amoimt  of  uncollected  dis¬ 
count,  fees,  and  other  charges  included 
in  the  face  amount  of  debt  securities  di¬ 
vested  of  stock  rights  but  withheld  from 
disbursements  to  d^tor  small  business 
concerns  (contra  debit  will  be  made  to 
accoimt  No.  254) . 

(b)  On  the  books  of  the  “initiating” 
company,  with  total  amount  of  uncol¬ 
lected  dlscoimt,  fees,  and  other  charges 
Included  in  the  face  amoimt  of  debt 
securities  divested  of  stock  rights,  but 
withheld  from  disbursements  to  debtor 
small  business  concerns,  in  connection 
with  purchases  of  debt  securities  partici¬ 
pated  in  by  other  investors  (contra  debit 
will  be  made  to  account  No.  254) . 

(c)  On  the  books  of  the  “participat¬ 
ing”  company,  with  that  portion  of  un¬ 
collected  discount,  fees,  and  ottier 
charges  included  in  the  face  amount  of 
debt  securities  divested  of  stock  rights, 
but  withheld  from  disbursements  to 
debtor  small  business  concerns,  which  is 
assigned  to  the  “participating”  company 
in  connection  with  its  participations  in 
purchases  by  other  investors  of  debt  se¬ 
curities  (contra  debit  will  be  made  to 
account  No.  254) . 

(d)  With  amount  collected  on  face 
amount  of  debt  securities  divested  of 
stock  rights. 

(e)  On  the  books  of  the  “initiating” 
company,  with  full  amount  collected  on 
unpaid  principal  of  debt  securities  di¬ 
vested  of  sto(^  rights  through  pa3mxents 
amortizing  such  securities  and  on  partial 
calls  of  such  securities. 

(f)  On  the  books  of  the  “participat¬ 
ing”  company,  with  full  amount  by  which 
participations  in  purchases  by  others  of 
debt  securities  which  have  been  subse¬ 
quently  divested  of  stock  rights  are  re¬ 
duced  by  repayments  transmitted  by  the 
“initiating”  ctunpany. 

(g)  With  unpaid  principal  of  debt  se¬ 
curities  divested  of  stock  rights  trans¬ 
ferred  to  assets  acquired  in  liquidation 
of  loans  and  debt  securities  (appropriate 
adjustment  will  be  made  to  account  No. 
254). 

(h)  With  unpaid  principal  of  debt 
securities  divest^  of  stock  rights  writ¬ 
ten  off  or  disposed  of  otherwise  (appro¬ 
priate  adjustment  will  be  made  to  ac¬ 
count  No.  254) . 

Note:  It  is  assumed  that  in  all  arrange¬ 
ments  for  participation  in  the  purchase  of 
debt  securities  the  “Initiating”  company  will 
service  the  financing. 

Note  2:  It  is  recommended  that  individual 
ledger  cards  or  sheets  be  maintained  for  all 
debt  securities  which  have  been  divested  of 
stock  rights.  Such  ledger  cards  or  sheets 
should  contain  the  detailed  information 
needed  for  account  No.  264 — ^UncoUected  dls- 
coimt,  fees,  and  other  charges  on  debt  securi¬ 
ties  (Section  304),  account  No.  331 — ^Partici¬ 
pations  of  other  investors  in  debt  securities, 
and  accoimt  No.  384 — ^Unearned  discount, 
fees,  and  other  charges  on  debt  securities 
(Section  304). 


(See  accounts  Nos.  180,  314,  and  393) 

190  Convertible  capital  stock  of  SBCs. 

This  account  will  represent  the  value 
at  cost  of  small  business  concerns’  con¬ 
vertible  capital  stock  acquired  by  the 
company  pursuant  to  Section  304  of  the 
Small  Business  Investment  Act  of  1958, 
as  amended.  Conversion  rights  for 
which  a  separate  cost  has  been  deter¬ 
mined  will  be  reflected  in  account  No. 
199. 

Debit: 

(a)  With  cost  of  such  convertible  capi¬ 
tal  stock  acquired. 

(b)  On  the  books  of  the  “initiating” 
company,  with  total  cost  of  the  convert¬ 
ible  capital  stock  of  SBCs  purchased  by 
both  the  “initiating”  company  and  the 
“participating”  company  (account  No. 
332  will  be  credited  with  the  portion 
representing  the  investment  of  the  par¬ 
ticipating”  company) . 

(c)  On  the  books  of  the  “participat¬ 
ing”  company,  with  amount  of  participa¬ 
tions  in  acquisitions  by  others  of  convert¬ 
ible  capital  stock  of  SBCs. 

Credit: 

(a)  With  cost  of  such  convertible  capi¬ 
tal  stock  converted  to  another  class  of 
capital  stock. 

(b)  With  cost  of  such  convertible  cap¬ 
ital  stock  in  connection  with  which  the 
conversion  privilege  has  expired. 

(c)  With  cost  of  such  convertible  cap¬ 
ital  stock  written  off  or  disposed  of  other¬ 
wise. 

Note  1 :  It  is  assumed  that  in  all  arrange¬ 
ments  for  participation  in  the  acquisition 
of  capital  stock  of  SBCs  the  “initiating”  com¬ 
pany  will  service  the  financing. 

Note  2 :  It  Is  recommended  that  individual 
ledger  cards  or  sheets  be  maintained  iar  aU 
convertible  capital  stock  of  SBCs.  Such 
ledger  cards  or  sheets  should  contain  the 
detailed  information  needed  for  account  No. 
332 — ^Participations  of  other  investors  in  cap¬ 
ital  stock  of  SBCs. 

(See  accounts  Nos.  198  and  394) 

194  Capital  stock  of  SBCs  with  stock 
purchase  warrants  or  options. 

This  account  will  represent  the  value 
at  cost  of  small  business  concerns’  capi¬ 
tal  stock  with  attached  stock  purchase 
warrants  or  options  acquired  by  the  com¬ 
pany  pursuant  to  Section  304  of  the 
Small  Business  Investment  Act  of  1958, 
as  amended.  If  the  stock  purchase  war¬ 
rants  or  options  have  a  separate  pur¬ 
chase  cost,  or  if  a  separate  cost  has 
otherwise  been  determined  for  them,  the 
warrants  or  c^ons  will  be  reflected  at 
such  cost  in  account  No.  199. 

Debit: 

(a)  With  cost  of  such  capital  stock  of 
SBCs  with  stock  purchase  warrants  or 
options  acquired. 

(b)  On  the  Ixx^  of  the  “initiating” 
company,  with  total  cost  of  the  capital 
stock  of  SBCs  with  stock  purchase  war¬ 
rants  or  options  purchased  by  both  the 
“initiating”  company  and  the  "partici¬ 
pating”  company  (account  No.  332  will 
be  credited  with  the  portion  representing 
the  investment  of  the  “participating” 
company). 

(c)  On  the  books  of  the  “participat¬ 
ing”  company,  with  amount  of  partici¬ 


pations  in  acquisitions  by  others  of  capi¬ 
tal  stock  of  SBCs  with  stock  purchase 
warrants  or  options. 

Credit: 

(a)  With  cost  of  such  capital  stock  of 
SBCs  with  stock  purchase  warrants  or 
options  which  has  been  divested  of  stock 
purchase  rights  through  either  (1)  the 
exercise  or  the  expiration  of  rights  con¬ 
veyed  by  nondetachable  or  detachable 
stock  purchase  warrants  or  options,  or 
(2)  the  detachment  of  detachable  stock 
purchase  warrents  or  options. 

(b)  With  cost  of  such  capital  stock  of 

SBCs  with  stock  purchase  warrants  or 
options  written  off  or  disposed  of  other¬ 
wise.  I 

Note  1 :  It  Is  assumed  that  in  all  arrange¬ 
ments  for  participation  In  the  acquisition  of 
capital  stock  of  SBCs  with  stock  purchase 
warrants  or  options  the  “Initiating”  company 
will  service  the  financing. 

Note  2:  It  Is  recommended  that  Individual 
ledger  cards  or  sheets  be  maintained  for  all 
capital  stock  of  SBCs  with  stock  puridiase 
warrants  or  options.  Such  ledger  cards  or 
sheets  should  contain  the  detailed  Infixma- 
tlon  needed  tar  acoount  No.  332 — ^Participa¬ 
tions  of  other  investors  In  capital  stock  of 
SBCs. 

(See  accounts  Nos.  198  and  394,  and 
memorandum  record  No.  NA-10) 

198  Capital  stock  of  SBCs— other. 

This  account  will  represent  the  value 
at  cost  of  small  business  concerns’  capi¬ 
tal  stock  acquired  by  the  company  with¬ 
out  conversion  privileges  or  stock  pur¬ 
chase  warrants  or  options,  or  existing 
on  the  books  as  the  result  of  (1)  the  ex¬ 
piration  of  the  conversion  privilege  of 
convertible  capital  stock  of  SBCs,  (2) 
the  exercise  or  the  expiration  of  rights 
conveyed  by  nondetachable  or  detach¬ 
able  stock  purchase  warrants  or  options, 
or  (3)  the  detachment  of  detachable 
stock  purchase  warrants  or  options,  ob¬ 
tained  in  connection  with  the  acquisition 
of  capital  stock  of  small  business  con¬ 
cerns  pursuant  to  Section  304  of  the 
Small  Business  Investment  Act  of  1958, 
as  amended. 

Debit:  ' 

(a)  With  cost  of  such  capital  stock  of 
SBCs — other  acquired  through  (1)  pur¬ 
chase,  (2)  conversion  of  convertible  debt 
securities  or  convertible  capital  stock  of 
SBCs,  or  (3)  exercise  of  rights  conveyed 
by  stock  purchase  warrants  or  options 
issued  by  small  business  concerns  in  con¬ 
nection  with  their  debt  securities  or  capi¬ 
tal  stock  acquired  by  the  company. 

(b)  With  cost  of  such  capital  stock  of 
SBCs — other  resulting  from  (1)  the  ex¬ 
piration  of  the  conversion  privilege  of 
convertible  capital  stock  of  SBCs,  (2) 
the  expiration  of  rights  conveyed  by 
nondetachable  or  detachable  stock  pur¬ 
chase  warrants  or  options,  or  (3)  the 
detachment  of  detachable  stock  pur¬ 
chase  warrants  or  options,  obtained  in 
connection  with  the  acquisition  of  capi¬ 
tal  stock  of  small  business  concerns. 

(c)  On  the  books  of  the  “initiating” 
company,  with  total  cost  of  the  capital 
stock  of  SBCs — other  acquired  or  subse¬ 
quently  existing  cm  the  books  without 
conversion  privileges  or  stock  purchase 
warrants  or  (gytions  (account  No.  332 
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will  be  credited  with  the  portion  repre¬ 
senting  the  investment  of  the  “partici¬ 
pating”  company). 

(d)  On  the  books  of  the  “participat¬ 
ing”  company,  with  amount  of  partici¬ 
pations  in  capital  stock  of  SBCs — other 
acquired  by  or  subsequently  existing  on 
the  books  of  others  without  conversion 
privileges  or  stock  purchase  warrants 
or  options. 

Credit: 

(a)  With  cost  of  such  capital  stock  of 
SBCs — other  written  off  or  disposed  of 
otherwise. 

Note  1 :  It  U  assumed  that  in  all  arrange¬ 
ments  for  participation  in  capital  stock  of 
SBCs — other  the  “initiating’’  company  wlU 
service  the  financing. 

Note  2:  It  is  recommended  that  individ¬ 
ual  ledger  cards  or  sheets  be  maintained  for 
all  capital  stock  of  SBCs — other  acquired 
or  subsequently  existing  without  conver¬ 
sion  privileges  or  stock  pturchase  warrants 
or  options.  Such  ledger  cards  or  sheets 
should  contain  the  detaUed  information 
needed  for  account  No.  332 — ^Participations 
of  other  investors  in  capital  stock  at  SBCs. 

Note  3:  In  acquisitions  of  capital  stock 
through  exercise  of  rights  conveyed  by  stock 
purchase  warrants  or  options  Issued  by  small 
business  concerns  in  connection  with  their 
debt  securities  or  capital  stock  previously 
acquired  by  the  company,  the  amount  of  the 
expenditure  made  by  the  company  in  the 
current  acquisition  of  the  capital  stock  will 
be  considered  the  cost  of  the  stock  in  those 
Instances  when  the  stock  purchase  rights 
surrendered  have  only  a  nominal  value; 
otherwise,  the  cost  of  the  stock  will  comprise 
the  current  expenditure  plus  the  cost  of  the 
warrants  or  options  surrendered. 

Note  4:  In  conversions  of  convertible 
debt  securities  of  small  business  concerns 
into  capital  stock,  or  in  conversions  of  con¬ 
vertible  capital  stock  of  SBCs  into  another 
class  of  capital  stock,  the  value  at  cost  of  the 
particular  convertible  security  should  be 
considered  the  cost  of  the  capital  stock  re¬ 
ceived  in  the  conversion. 

(See  accounts  Nos.  190,  194,  199,  254, 
and  394) 

199  Warrants,  options,  and  other  stock 
rights  acquired  from  SBCs. 

This  account  will  represent  the  value 
at  purchase  price  or  at  cost  as  otherwise 
determined  of  warrants,  options,  and 
other  stock  rights  acquired  by  the  com¬ 
pany  from  small  business  concerns  pur¬ 
suant  to  Section  304  of  the  Small  Busi¬ 
ness  Investment  Act  of  1958,  as  amended. 
The  account  will  include  conversion 
rights  for  which  a  separate  cost  has  been 
determined. 

Detachable  stock  purchase  warrants 
or  options  on  stock  of  SBCs  for  which  no 
consideration  is  given  distinct  from  that 
surrendered  for  the  debt  securities  or 
capital  stock  which  they  accompany,  or 
for  which  no  separate  cost  has  been  de¬ 
termined,  will  be  reflected  in  memo¬ 
randum  record  No.  NA-10,  if  retained 
after  the  financing  instruments  which 
they  accompanied  have  been  disposed  of. 
(Reference  should  be  made  to  Trefisury 
regulations  concerning  the  treatment  of 
options  acquired  by  lenders  or  investors 
in  connection  with  investments.) 

Debit: 

(a)  With  cost  of  such  warrants,  op¬ 
tions,  or  other  stock  rights  acquired. 

(b)  On  the  books  of  the  “initiating” 
company,  with  total  cost  of  the  war- 
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rants,  options,  or  other  stock  rights  pur¬ 
chased  by  both  the  “initiating”  company 
and  the  “participating”  company  (ac¬ 
count  No.  333  will  be  credited  with  the 
portion  representing  the  investment  of 
the  “participating”  company). 

(c)  On  the  books  of  the  "participat¬ 
ing”  company,  with  amount  of  psuiici- 
pations  in  acquisitions  by  others  of  war¬ 
rants,  options,  or  other  stock  rights. 
Credit: 

(a)  With  cost  of  such  warrants,  op¬ 
tions,  or  other  stock  rights  surrendered 
in  exercising  the  stock  rights. 

(b)  With  cost  of  such  warrants,  op¬ 
tions,  or  other  stock  rights  sold  or  dis¬ 
posed  of  otherwise. 

(c)  With  cost  of  such  warrants,  op¬ 
tions,  or  other  stock  rights  for  which  the 
exercise  period  has  expired. 

Note  1:  It  Is  assumed  that  in  all  arrange¬ 
ments  for  participation  in  the  acquisition  of 
wsurants,  options,  or  other  stock  rights  ac¬ 
quired  from  SBCs  the  “initiating”  company 
will  service  the  financing. 

Note  2 :  It  is  recommended  that  individual 
ledger  cards  or  sheets  be  maintained  for  aU 
warrants,  options,  or  other  stock  rights  ac¬ 
quired  from  SBCs.  Such  ledger  cards  or 
sheets  should  contain  the  detailed  informa¬ 
tion  needed  for  account  No.  333 — Participa¬ 
tions  of  other  investors  in  warrants,  options, 
and  other  stock  rights  acquired  from  SBCs. 

Note  3 :  The  cost  of  warrants,  options,  and 
other  stock  rights  acquired  from  SBCs  for  a 
separate  consideration  will  be  charged  to 
this  account,  with  a  credit  to  cash.  If  war¬ 
rants,  options,  or  other  stock  rights  are 
acquired  from  SBCs  without  a  separate  con¬ 
sideration  and  a  cost  thereof  is  otherwise 
determined,  such  cost  wUl  be  established  in 
this  account.  (The  determined  cost  of  war¬ 
rants,  options,  and  other  stock  rights  ac¬ 
quired  with  debt  securities  without  a  sep¬ 
arate  consideration  therefor  shaU  be  arrived 
at  giving  full  consideration  to  the  grade  of 
the  debt  security.)  The  payment  for  the 
debt  security  or  capital  stock  certificate 
which  accompanied  the  stock  rights  wUl  be 
allocated  between  the  obligation  or  stock  and 
the  stock  rights.  Cash  wlU  be  credited  for 
the  determined  cost  of  the  stock  rights. 
Cash  also  wlU  be  credited  for  the  amount  of 
the  debt  security  or  stock  received  less  the 
amount  withheld  from  disbursement  in  re¬ 
lation  to  the  debt  seciulty  or  stock  received, 
which  is  equivalent  to  the  determined  cost 
of  the  stock  rights  plus  (in  the  case  of  a  debt 
security)  any  other  withholding  from  net 
fimds  advanced.  In  the  purchase  of  a  debt 
security  the  deduction  equal  to  the  de¬ 
termined  cost  of  the  stock  rights,  plus  any 
other  withholding  from  net  fimds  advanced, 
will  be  treated  as  unearned  discount  on  the 
debt  security  and  credited  to  account  No. 
384 — Unearned  discount,  fees,  and  other 
charges  on  debt  securities  (Section  304). 
A  simultaneous  entry  will  be  made  for  the 
same  amount  crediting  the  appropriate  debt 
security  psset  account.  No.  180 — ^Debt  se¬ 
curities,  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options  (Section  304) .  and 
debiting  account  No.  254 — Uncollected  dis¬ 
count,  fees,  and  other  charges  on  debt  se¬ 
curities  (Section  304).  In  the  case  of  a  pur¬ 
chase  of  capital  stock,  the  deduction  equal 
to  the  determined  cost  of  the  stock  rights 
will  serve  to  reduce  the  cost  of  the  stock  to 
be  recorded,  as  appropriate,  in  account  No. 
190 — Convertible  capital  stock  of  SBCs,  or 
account  No.  194 — Capital  stock  of  SBCs  with 
stock  purchase  warrants  or  options. 

(See  accounts  Nos.  198,  577,  and  707) 

200  Assets  acquired  in  liquidation  of 
loans  and  debt  securities. 

This  account  will  represent  the  com¬ 
pany’s  investment  in  assets  acquired  by 


foreclosure,  or  otherwise,  in  liquidation 
of  loans  (Section  305)  and  debt  securi¬ 
ties  (Section  304).  Judgments,  sheriffs’ 
certificates  (including  property  acquired 
subject  to  redemption) ,  etc.,  will  be  re¬ 
flected  In  this  account. 

The  Investment  in  property  at  the  date 
of  acquisition  by  the  company  should  be 
determined  by  the  Board  of  Directors 
on  the  most  suitable  of  the  following 
bases,  but  not  to  exceed  the  total  amount 
of  the  related  loan  or  debt  security  in¬ 
volved:  (1)  Bid-in  price  of  the  property; 
(2)  agreed  consideration  for  ^e  prop¬ 
erty;  (3)  fair  appraised  value  of  the 
property.  Any  remaining  indebtedness 
will  be  written  off  unless  the  company 
expects  further  liquidation  of  the  debt 
from  other  sources.  Insofar  as  practi¬ 
cable,  investment  values  will  be  deter¬ 
mined  for  each  individual  asset,  or  unit, 
at  the  time  such  assets  are  recorded  in 
this  account,  and  when  an  asset  is  sold 
only  an  amount  equal  to  the  Investment 
in  such  asset  will  be  credited  to  this 
account. 

The  company’s  investment  in  real 
property  acquired  in  liquidation  of  loans 
and  debt  securities  should  be  recorded 
at  gross  value  as  determined  by  the  Board 
of  Directors.  The  amount  of  any  exist¬ 
ing  mortgage  on  such  property  acquired 
by  the  company  will  be  reflected  in  ac- 
coimt  No.  319.2. 

The  balance  of  the  latter  account  will 
not  be  treated  as  a  liability  on  the  bal¬ 
ance  sheet  but  wUl  be  deducted  from 
the  asset  account. 

The  company’s  investment  in  judg¬ 
ments  should  be  recorded  at  the  face 
amount  of  the  judgment.  When  the 
company  acquires  the  imderlying  secu¬ 
rity  to  the  related  loan  or  debt  seciuity 
outright  or  subject  to  redemption,  the 
investment  in  the  property  should  be 
determined  in  accordance  with  the  bases 
set  forth  in  the  second  paragraph. 

Debit: 

(a)  With  amount  of  the  company’s 
investment  in  the  property  at  the  time 
of  acquisition. 

(b)  With  amount  of  the  company’s 
investment  in  the  property  at  the  date 
of  judgment,  sheriff’s  certificate,  etc. 

(c)  On  the  books  of  the  “participat¬ 
ing”  company,  with  amount  of  participa¬ 
tion  in  assets  acquired  in  liquidation  of 
loans  and  debt  securities  of  others. 

Credit: 

(a)  With  proceeds  of  partial  sale  of 
property. 

(b)  With  amount  of  the  company’s  in¬ 
vestment  at  date  of  sale,  or  other  disixi- 
sition  of  property. 

(c)  With  amount  written  off. 

Note  1 :  Collateral  notes  receivable  acquired 
in  the  liquidation  of  loans  and  debt  securi¬ 
ties  will  be  reflected  in  this  account;  but 
notes  receivable  that  are  subsequently  ac¬ 
cepted  in  connection  with  the  disposition  of 
assets  acquired  in  the  liquidation  of  loans 
and  debt  securities  will  be  included  in  ac¬ 
count  No.  210 — ^Amounts  due  from  debtors 
on  sale  of  assets  acquired  in  liquidation  of 
loans  and  debt  securities. 

Note  2:  ’The  full  amount  of  assets  acquired 
in  liquidation  of  loans  and  debt  securities 
participated  in  by  other  lenders  or  investors 
will  be  included  in  this  account  on  the  books 
of  the  “initiating”  company. 

Note  3 :  It  is  recommended  that  subsidiary 
records  be  maintained  in  sufficient  detaU  to 
disclose  for  report  and  tax  pxirposes  all  trans- 


4024 


RULES  AND  REGULATIONS 


actions  affecting  assets  acquired  In  liquida¬ 
tion  ol  loans  and  debt  securities. 

(See  accounts  Nos.  170, 180, 184,  334,  and 
395) 

210  Amounts  due  from  debtors  on  sale 
of  assets  acquired  in  liciuidation  of 
loans  and  debt  securities. 

This  account  will  r^resent  the  unpaid 
balance  of  accounts  receivable,  notes  re* 
ceivable,  sales  contracts,  purchase  money 
mortgages,  and  similar  evidences  of  in¬ 
debtedness  to  the  company  arising  from 
the  sale  of  assets  acqiUred  in  liquidation 
of  loans  (Section  305)  and  debt  securi¬ 
ties  (Section  304) . 

Debit: 

(a)  With  amount  of  such  receivables. 

(b)  On  the  books  of  the  “participat¬ 
ing”  omipany,  with  amount  of  participa¬ 
tions  in  amounts  due  from  debtors  on 
sale  of  assets  acquired  in  liquidation  of 
loans  and  debt  seciurities  of  other  lenders 
or  investors. 

Credit: 

(a)  With  amount  collected  on  princi- 
pcd  of  such  receivables. 

(b)  With  amount  transferred  to  assets 
acquired  in  liquidation  of  loans  and  debt 
seciuities. 

(c)  With  impaid  principal  balance 
written  off  or  disposed  of  otherwise. 

Non  1 :  The  fuU  amounts  due  irmn  debtors 
on  sale  of  assets  acquired  In  Uquidation  of 
loans  and  debt  securities  participated  In  by 
otbw  lenders  or  Investors  will  be  Included 
In  this  account  on  the  books  of  the  “initiat¬ 
ing’’  company. 

Non  2 :  It  Is  recommended  that  subsidiary 
records  be  maintained  In  sufficient  detaU  to 
disclose  for  report  and  tax  purposes  all  trans¬ 
actions  affecting  amounts  due  from  debtors 
on  sale  of  assets  acquired  in  liquidation  of 
loans  and  debt  securities. 

(See  accounts  Nos.  335  and  396) 

220  Prepaid  expenses. 

This  account  will  represent  the  imex- 
pired  or  unconsumed  portion  of  expenses 
expressly  applicable  to  future  periods 
for  which  no  ^lecillc  accounts  have  been 
provided.  Such  expenses  should  be 
amortized  over  the  appropriate  period. 

Debit: 

(a)  With  amount  of  prepaid  or  de¬ 
ferred  expenses. 

Credit: 

(a)  At  the  end  of  each  month,  with  the 
proportional  amount  of  such  expenses 
applicable  to  the  current  month. 

Note:  Subsidiary  reccx’ds  should  be  main¬ 
tained  to  Identify  the  Items  reflected  In  this 
account  and  to  fadUtate  their  monthly 
amortization. 

224  Unamortized  discount  on  debentures 
payable. 

This  account  will  represent  the  amount 
of  the  unamortlzed  balance  of  discount 
r  on  unmatured  outstanding  debentures 
payable  sold  by  the  company  for  a  sum 
less  than  par. 

Debit: 

(a)  With  amount  of  discoimt  on  such 
debentures  at  the  time  of  sale. 

Credit: 

(a)  At  the  end  of  each  numth,  with  the 
monthly  amoimt  necessary  to  amortize 
the  disTOunt  over  the  life  of  such  deben¬ 
tures. 


(b)  With  the  unamortlzed  portion  of 
discount  applicable  to  such  debentures 
purchased  and  retired  luim:  to  maturity. 

(c>  When  such  debentures  mature 
during  the  montti,  with  amount  of  dis¬ 
coimt  applicable  to  the  portion  of  the 
month  the  debentures  were  outstanding. 

(See  accounts  Nos.  560, 680,  and  690) 

230  Furniture  and  eq[uipment. 

This  account  will  represent  the  cost 
of  furniture,  fixtures  and  equipment,  in¬ 
cluding  automobiles,  owned  by  the  com¬ 
pany.  The  cost  of  freight,  drayage,  cart¬ 
age,  express,  etc.,  in  connection  with  the 
purchase  of  such  items  of  furniture  and 
equipment,  will  be  Included  in  this  ac¬ 
count. 

Debit: 

(a)  With  cost  of  such  assets  pur¬ 
chased. 

Credit: 

(a)  With  cost  of  such  assets  at  the 
time  of  sale  or  other  disposition. 

Note:  An  Inventory  record  should  be 
maintained  for  aU  such  assets  and  each  item 
should  be  tagged  or  numbered  to  facUltate 
ready  identiflcatlon. 

(See  account  No.  397) 

✓ 

240  Corporate  premises  owned — land. 

This  account  will  represent  the  actual 

cost  of  acquisition  of  the  land  used  as 
the  site  of  the  company's  office  quarters. 
The  account  also  will  include  the  actual 
cost  of  any  improvements,  such  as  street, 
sidewalk  and  other  benefits,  applicidile 
to  the  land. 

Debit: 

(a)  With  actual  cost  of  acquisition  of 
the  land. 

(b)  With  actual  cost  of  any  improve¬ 
ment  to  the  land. 

Credit: 

(a)  With  the  acquisition  cost  of  the 
land,  plus  the  cost  of  Improvements 
made  thereto,  when  the  land  is  sold  or 
disposed  of  otherwise. 

241  Corporate  premises  owned — build- 
in*. 

This  account  will  represent  the  actual 
cost  of  acquisition  of  the  building  used 
as  the  company’s  office  quarters.  The 
account  also  will  Include  the  actual  cost 
of  any  improvements  applicable  to  the 
building. 

Debit: 

(a)  With  actual  cost  of  acquisition  of 
the  building. 

(b)  With  actual  cost  of  any  improve¬ 
ment  to  the  building. 

Credit: 

(a)  With  the  acquisition  cost  of  the 
building,  plus  the  cost  of  improvements 
made  thereto,  when  the  building  Is  sold 
or  dispKjsed  of  otherwise. 

(See  account  No.  398). 

242  Leasehold  improvements. 

This  account  will  represent  the  actual 
cost  of  improvements  to  leased  property 
used  as  the  company’s  office  quarters. 
’The  amoimt  of  this  account  will  amor¬ 
tized  over  the  life  of  the  lease  or  the 
life  of  the  improvements,  whichever  is 
the  Sorter. 

Debit: 

(a)  With  actual  cost  of  improvements 
to  leasehold. 


Credit: 

(a)  At  the  end  of  each  month,  with 
the  monthly  amount  necessary  to  amor¬ 
tize  the  cost  of  leasehold  improvements. 

250—252  Capital  stock  subscriptions  re¬ 
ceivable — _ _ 

(type  and  class)  . 

These  accounts  will  represent  the  total 
unpaid  balances  of  capital  stock  sub¬ 
scriptions  receivable  from  subscribers  of 
the  company’s  authorized  capital  stock. 
A  separate  subscriptions  receivable  ac¬ 
count  should  be  provided  for  each  type 
and  class  of  capital  stock. 

Debit: 

(a)  With  amount  of  such  capital  stock 
subscriptions  received. 

Credit: 

(a)  With  amount  collected  on  such 
capital  stock  subscriptions. 

(b)  With  amount  of  such  capital  stock 
subscriptiims  cancelled  or  disposed  of 
otherwise. 

(See  accounts  Nos.  410-412) 

253  Uncollected  discount,  fees,  and 
other  charges  on  loans  (S^tion 
305). 

’This  account  will  represent  the 
amount  of  uncollected  discount,  fees,  and 
other  charges  on  loans  (Section  305)  in¬ 
cluded  in  the  face  amount  of  loans 
charged  to  account  No.  170 — ^Loans 
(Section  305) . 

Debit: 

(a)  With  amount  of  uncollected  dis¬ 
count,  fees,  and  other  charges  Included 
in  the  face  amount  of  direct  loans  but 
withheld  from  disbursements  to  debtor 
small  business  concerns  (contra  credit 
will  be  made  to  account  No.  170) . 

(b)  On  the  books  of  the  “initiating” 
company,  with  total  amount  of  uncol- 
lect^  discount,  fees,  and  other  charges 
included  in  the  face  amount  of  loans, 
but  withheld  from  disbursements  to 
debtor  small  business  concerns,  in  con¬ 
nection  with  loans  participated  in  by 
other  lenders  (contra  credit  will  be  made 
to  account  No.  170) . 

(c)  On  the  books  of  the  “participat¬ 
ing”  company,  with  that  portion  of  un¬ 
collected  discount,  fees,  and  other 
charges  included  in  the  face  amount 
of  loans,  but  withheld  from  disburse¬ 
ments  to  debtor  small  business  concerns, 
which  is  assigned  to  the  “participating” 
company  in  connection  with  its  partici¬ 
pations  in  loans  of  other  lenders  (contra 
credit  will  be  made  to  account  No.  170). 

(d)  With  amount  of  any  adjustment 
required  because  of  adjustment  of  ac¬ 
count  No.  170. 

Credit: 

(a)  On  the  books  of  the  “initiating” 
company,  with  that  portion  of  uncol- 
lect^  discount,  fees,  and  other  charges 
included  in  the  face  amount  of  loans, 
but  withheld  from  disbursements  to 
debtor  small  business  concerns,  which 
is  assigned  to  the  “participating”  com¬ 
pany  in  connection  with  its  participation 
in  the  loans  (contra  debit  will  be  made 
to  account  No.  330) . 

(b)  With  that  portion  of  amount  col¬ 
lected  allocable  to  discount,  fees,  and 
other  charges  included  in  the  face 
amount  of  direct  loans  but  withheld  from 
disbursements  to  debtor  small  business 
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concerns  (contra  debit  will  be  made  to 
account  No.  170) . 

(c)  On  the  books  of  the  “Initiating” 
company,  with  the  “initiating”  com¬ 
pany’s  portion  of  amoimt  collected  allo¬ 
cable  to  such  discount,  fees,  and  other 
charges  included  in  the  face  amount  of 
loans,  but  withheld  from  disbursements 
to  debtor  small  business  concerns,  in 
connection  with  loans  participated  in  by 
other  lenders  (contra  debit  will  be  made 
to  account  No.  170) . 

(d)  On  the  books  of  the  “participat¬ 
ing”  company,  with  amount  collected 
allocable  to  that  portion  of  such  dis¬ 
count,  fees,  and  other  charges  Included 
in  the  face  amount  of  loans,  but  with¬ 
held  from  disbursements  to  debtor  small 
business  concerns,  which  is  assigned  to 
the  “participating”  company  in  connec¬ 
tion  with  its  participations  in  loans  of 
other  lenders  (contra  debit  will  be  made 
to  account  No.  170) . 

(e)  With  amount  of  any  adjustment 
required  because  of  adjustment  of  ac¬ 
count  No.  170. 

Note:  Appropriate  subsidiary  records 
should  be  maintained  for  all  rmcollected 
amoimts  included  In  this  account  to  permit 
identification  of  such  amoimts  with  the 
particular  loans  to  which  they  relate. 

(See  account  No.  382) 

254  Uncollected  discount,  fees,  and 
other  charges  on  debt  securities  (Sec¬ 
tion  304). 

This  accoimt  will  represent  the  amount 
for  uncollected  discount,  fees,  and  other 
charges  on  debt  securities  (Section  304) 
included  in  the  face  amount  of  debt  se¬ 
curities  charged  to  account  No.  180 — 
Debt  securities,  convertible,  and  with 
stock  purchase  warrants  or  options  (Sec¬ 
tion  304),  or  accoimt  No.  184 — ^Debt  se¬ 
curities  divested  of  stock  rights  (Section 
304). 

Debit: 

(a)  With  amount  of  imcollected  dls- 
coimt  (including  that  equivalent  to  the 
determined  cost  of  warrants,  options,  and 
other  stock  rights,  as  explained  in  Note 
3  of  account  No.  199),  fees,  and  other 
charges  included  in  the  face  amount  of 
such  debt  securities  but  withheld  from 
disbursements  to  debtor  small  business 
concerns  (contra  credit  will  be  made  to 
account  No.  180  or  account  No.  184,  as 
appropriate) . 

(b)  On  the  books  of  the  “initiating” 
company,  with  total  amount  of  uncol¬ 
lected  discount,  fees,  and  other  charges 
included  in  the  face  amount  of  such  debt 
securities,  but  withheld  from  disburse¬ 
ments  to  debtor  small  business  concerns, 
in  connection  with  purchases  of  debt 
securities  participated  in  by  other  in¬ 
vestors  (contra  credit  will  be  made  to 
account  No.  180  or  account  No.  184,  as 
appropriate) . 

(c)  On  the  books  of  the  “participat¬ 
ing”  company,  with  that  portion  of  un¬ 
collected  discount,  fees,  and  other 
charges  included  in  the  face  amount  of 
such  debt  securities,  but  withheld  from 
disbursements  to  debtor  ^all  business 
concerns,  which  is  assigned  to  the  “par¬ 


ticipating”  company  in  connection  with 
its  participations  in  purchases  by  other 
investors  of  debt  securities  (contra  credit 
will  be  made  to  account  No.  180  or  ac¬ 
count  No.  184,  as  appropriate) . 

(d)  With  amount  of  any  adjustment 
required  because  of  adjustment  of  ac¬ 
count  No.  180  or  account  No.  184. 

Credit: 

(a)  On  the  books  of  the  “initiating” 
company,  with  that  portion  of  uncol¬ 
lected  discount,  fees,  and  other  charges 
included  in  the  face  amount  of  such  debt 
securities,  but  withheld  from  disburse¬ 
ments  to  debtor  small  business  concerns, 
which  is  assigned  to  the  “participating” 
company  in  connection  with  its  partici¬ 
pation  in  purchases  of  the  debt  securities 
(contra  debit  will  be  made  to  account  No. 
331). 

(b)  With  that  portion  of  amount  col¬ 
lected  allocable  to  discount,  fees,  and 
other  charges  Included  in  the  face 
amount  of  such  debt  securities  but  with¬ 
held  from  disbursements  to  debtor  small 
business  concerns  (contra  debit  will  be 
made  to  account  No.  180  or  account  No. 
184,  as  appropriate). 

(c)  On  the  books  of  the  “initiating” 
company,  with  the  “initiating”  com¬ 
pany’s  portion  of  amount  collected  allo¬ 
cable  to  such  discount,  fees,  and  other 
charges  included  in  the  face  amount  of 
such  debt  securities,  but  withheld  from 
disbursements  to  debtor  small  business 
concerns,  in  connection  with  purchases 
of  debt  securities  participated  in  by  other 
investors  (contra  debit  will  be  made  to 
accoimt  No.  180  or  account  No.  184,  as 
appropriate) . 

(d)  On  the  books  of  the  “participat¬ 
ing”  company,  with  amount  collected 
allocable  to  that  portion  of  such  discount, 
fees,  and  other  charges  included  in  the 
face  amount  of  such  debt  securities,  but 
withheld  from  disbursements  to  debtor 
small  business  concerns,  which  is  as¬ 
signed  to  the  “participating”  company  in 
connection  with  its  participations  in  pur¬ 
chases  by  other  investors  of  debt  securi¬ 
ties  (contra  debit  will  be  made  to  account 
No.  180  or  account  No.  184,  as  appro¬ 
priate)  . 

(e)  With  amount  of  any  adjustment 
required  because  of  adjustment  of  ac¬ 
count  No.  180  or  account  No.  184. 

Note:  Appropriate  subeicilary  records 
should  be  maintained  for  all  imcollected 
amounts  included  in  this  account  to  permit 
Identification  of  such  amounts  with  the 
particular  debt  securities  to  which  they 
relate. 

(See  account  No.  384) 

255  Amounts  due  from  directors,  offi¬ 
cers,  and  employees. 

'This  account  will  represent  the  unpaid 
balance  of  amounts  advanced  to  direc¬ 
tors,  officers,  and  employees. 

Debit: 

(a)  With  amount  of  such  advances 
made. 

Credit: 

(a)  With  amount  collected  on  such 
advances. 

(b)  With  amount  transferred  to  ap¬ 
propriate  expense  classification  upon 
proper  authorization. 
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(c)  With  amount  written  off  or  dis¬ 
posed  of  otherwise. 

(See  account  No.  709) . 

256  Organization  costs. 

This  account  will  represent  the  amount 
of  legal  fees,  promotional  expense,  stock 
certificate  costs,  incorporation  fees, 
taxes,  and  other  related  costs  incurred 
in  organizing  the  company. 

Debit: 

(a)  With  amount  of  such  costs  in¬ 
curred. 

Credit: 

(a)  At  the  end  of  each  month,  with 
the  monthly  amount  necessary  to  amor¬ 
tize  the  organization  costs  in  accordance 
with  Treasury  regulations. 

(See  account  No.  672) 

257  Other  assets. 

This  account  will  include  the  balances 
in  subaccounts  Nos.  257.1,  257.2,  etc. 

257.1  Other  assets — general. 

This  account  will  represent  the  amount 
of  assets  of  the  company  not  specifically 
provided  for  in  other  accounts,  including 
recoverable  amounts  advanced  for  the 
protection  and  preservation  of  the  com¬ 
pany’s  investments  (such  as  the  pa3mient 
of  taxes  on  mortgaged  property) ,  but  not 
including  short-term  loans  or  debt  secu¬ 
rities  issued  to  protect  the  company’s 
interests  in  previously  issued  long-term 
loans  or  equity  securities. 

Debit: 

(a)  With  amount  of  the  company’s 
investment  in  such  assets. 

Ch-edit: 

(a)  .With  amount  of  such  assets  sold 
or  disposed  of  otherwise. 

(See  account  No.  709) 

257.2  Other  assets — ^notes  receivable 
maturing  after  one  year. 

This  account  will  represent  the  unpaid 
balance  of  mlscellanrous  notes  receiv¬ 
able  maturing  after  one  year.  Notes 
representing  amounts  due  from  debtors 
on  sale  of  assets  acquired  in  liquidation 
of  locuis  and  debt  securities  will  be  re- 
fiected  in  account  No.  210. 

Debit: 

(a)  With  amount  of  such  miscellane¬ 
ous  notes  received. 

Credit: 

(a)  With  amount  collected  on  prin¬ 
cipal  of  such  miscellaneous  notes. 

(b)  With  unpaid  principal  balance 
written  off  or  disposed  of  otherwise. 

(See  accounts  Nos.  140  and  390) 

LIABILITY  AND  VALUATION  RESERVE 
ACCOUNTS 

300  Notes  payable  to  SBA— direct  loans. 

This  suxount  will  represent  the  unpaid 
principal  balance  of  notes  payable  for 
funds  borrowed  and  received  directly 
from  the  Small  Business  Administration. 
Debit: 

(a)  With  amount  of  principal  pay¬ 
ments  made  on  such  notes. 

Credit: 

(a)  With  amount  of  funds  borrowed. 
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301  Notes  paTable  to  SBA — guaranteed 
loans  purchased  bjr  SBA. 

This  account  will  represent  the  unpcdd 
principal  balance  of  notes  payable  for 
funds  borrowed  from  others  through 
guaranteed  loans  which  subsequently 
have  been  purchased  by  the  Small  Busi¬ 
ness  Administration. 

Debit: 

(a)  With  amoimt  of  principal  pay¬ 
ments  made  on  such  notes. 

Credit: 

(a)  With  impaid  principal  balance  of 
gtiaranteed  loans  purchased  by  SBA 
(contra  debit  will  be  made  to  accoimt 
No.  315). 

302  Debentures  payable,  subordinated, 
issued  to  SBA. 

This  account  will  represent  the  unpaid 
principal  balance  of  funds  received  by 
the  company  imder  its  subordinated  de¬ 
benture  bonds  payable  issued  to  the 
Small  Business  Administration  for  fimds 
borrowed  pursuant  to  Section  302(a)  of 
the  Small  Business  Investment .  Act  of 
1958,  as  amended. 

Debit: 

(a)  With  amount  of  principal  pay¬ 
ments  made  on  such  debentures. 

Credit: 

(a)  With  amoimt  of  funds  received 
under  such  debentures. 

Note:  The  subordinated  debentures  piur- 
chased  by  the  Small  Business  Administration 
under  Section  302(a)  of  the  Small  Business 
Investment  Act  of  1958,  as  amended,  shall 
be  deemed  a  part  of  the  capital  and  surplus 
of  the  company  for  piu'poses  of  Sections 
302(a),  303(b)  and  306  of  the  Act. 

310  Loans  sold  with  recourse. 

This  account  will  represent  the  unpaid 
balance  of  net  funds  advanced  on  loans 
outstanding  to  small  business  concerns 
which  have  been  sold  to  individuals, 
banks,  insurance  companies,  or  other 
financial  institutions  with  recourse  up<m 
the  company  in  the  event  of  default. 

Debit: 

(a)  With  amount  collected  on  net 
funds  advanced  on  such  loans  as  re¬ 
ported  to  the  company  by  the  purchaser. 

(b)  With  unpaid  balance  of  net  funds 
advanced  on  such  loans  repurchased. 

Credit: 

(a)  With  unpaid  balance  of  net  funds 
advanced  on  such  loans  sold. 

Note:  This  account  is  contra  to  accoimt 
No.  170 — ^Loans  (Section  305).  For  balance 
sheet  purposes  account  No.  310  wUl  be  de¬ 
ducted  from  account  No.  170. 

312  Debt  securities,  convertible,  and 
with  stock  purchase  warrants  or  op¬ 
tions  sold  with  recourse. 

This  account  will  represent  the  un¬ 
paid  balance  of  net  funds  advanced  on 
unmatured  debt  securities,  convertible, 
and  with  stock  purchase  warrants  or 
options,  issued  by  small  business  con¬ 
cerns  to  the  company,  which  are  sold 
to  individuals,  banks.  Insurance  com¬ 
panies,  or  other  financial  institutions 
with  recourse  upon  the  company  in  the 
event  of  default. 

Debit: 

(a)  With  unpaid  balance  of  net  funds 
advanced  on  such  debt  securities,  con¬ 
vertible,  and  with  stock  purchase  war¬ 
rants  or  options  paid  on  maturity  as  re¬ 
ported  to  the  company  by  the  purchaser. 


(b)  With  unpaid  balance  of  net  funds 
advanced  on  such  debt  securities,  con¬ 
vertible,  and  with  stock  purchase  war¬ 
rants  or  options  repurchased. 

Credit: 

(a)  With  unpaid  balance  of  net  funds 
advanced  on  debt  securities,  convertible, 
and  with  stock  purchase  warrants  or 
options  sold  with  recourse. 

Note:  This  account  is  contra  to  account 
No.  180 — ^Debt  aeciurlties,  convertible,  and 
with  stock  purchase  warrants  or  options 
(Section  804).  For  balance  sheet  purposes 
account  No.  312  wlU  be  deducted  frmn  ac¬ 
count  No.  180. 

314  Debt  securities  divested  of  stock 
rights  sold  with  recourse. 

This  account  will  represent  the  unpaid 
balance  of  net  funds  advanced  on  small 
business  concerns’  unmatured  debt  se¬ 
curities  divested  of  stock  rights  which 
are  sold  to  Individuals,  banks,  insurance 
companies,  or  other  financial  institutions 
with  recourse  upon  the  company  in  the 
event  of  default. 

Debit: 

(a)  With  unpaid  balance  of  net  funds 
advanced  on  such  debt  securities  divested 
of  stock  rights  paid  on  maturity  as  re¬ 
ported  to  the  company  by  the  purchaser. 

(b)  With  unpaid  balance  of  net  funds 
advanced  on  such  debt  securities  divested 
of  stock  rights  repurchased. 

Credit: 

(a)  With  unpaid  balance  of  net  funds 
advanced  on  such  debt  securities  di¬ 
vested  of  stock  rights  sold  with  recourse. 

Note:  This  account  is  contra  to  account 
No.  184 — Debt  securities  divested  of  stock 
rights  (Section  304).  Fot  balance  sheet 
purposes  accoimt  No.  314  will  be  deducted 
from  account  No.  184. 

315  Notes  payable  to  other  than  SBA — 
guaranteed  by  SBA. 

This  account  wdll  represent  the  unpaid 
principal  balance  of  notes  payable  for 
funds  borrowed  from  other  than  the 
Small  Business  Administration  and 
guaranteed  by  the  Small  Business  Ad¬ 
ministration. 

Debit: 

(a)  With  amount  of  principal  pay¬ 
ments  made  on  such  notes. 

(b)  With  unpaid  principal  balance  of 
guaranteed  loans  purchased  by  SBA 
(contra  credit  will  be  made  to  account 
No.  301). 

Credit: 

(a)  With  amoimt  of  funds  borrowed. 

316  Notes  payable  to  other  than  SBA — 
not  guaranteed  by  SBA. 

This  account  will  represent  the  unpaid 
principal  balance  of  notes  payable  for 
funds  liorrowed  from  other  than  the 
Small  Business  Administration  and  not 
guaranteed  by  the  Small  Business  Ad¬ 
ministration. 

Debit: 

(a)  With  amount  of  principal  pay¬ 
ments  made  on  such  notes. 

Credit: 

(a)  With  amount  of  funds  borrowed. 

317  Debentures  payable,  unsubordi¬ 
nated. 

This  account  will  represent  the  par 
value  cf  the  company’s  unsubordinated 
debenture  bonds  payable  which  are  Is¬ 
sued  for  funds  borrowed. 


Debit: 

(a)  With  the  par  value  of  such  de¬ 
bentures  retired  upon  maturity. 

(b)  With  the  par  value  of  such  de¬ 
bentures  purchased  and  retired  by  the 
company  before  maturity. 

Credit: 

(a)  With  the  par  value  of  such  de¬ 
bentures  issued  for  funds  borrowed. 

318  Debentures  payable,  subordinated, 
issued  to  other  than  SBA. 

This  account  will  represent  the  par 
value  of  the  company’s  subordinated  de¬ 
benture  bonds  payable  which  are  issued 
to  other  than  the  Small  Business  Ad¬ 
ministration  for  funds  borrowed. 

Debit: 

(a)  With  the  par  value  of  such  deben¬ 
tures  retired  upon  maturity. 

(b)  With  the  par  value  of  such  deben¬ 
tures  purchased  and  retired  by  the  com¬ 
pany  before  maturity. 

Credit: 

(a)  With  the  par  value  of  such  de¬ 
bentures  Issued  to  other  than  the  Small 
Business  Administration  for  funds  bor¬ 
rowed. 

319  Mortgages  payable. 

This  account  will  include  the  balances 
in  subaccounts  Nos.  319.1  and  319.2. 

319.1  Mortgages  payable  for  funds  bor¬ 
rowed. 

This  accoimt  will  represent  the  unpaid 
principal  balance  of  mortgages  payable 
for  funds  borrowed  on  corporate  prem¬ 
ises  or  other  real  estate  owned  by  the 
company.  Purchase  money  mortgages, 
conditional  sales  contracts,  or  similar 
documentary  evidence  of  indebtedness 
given  by  the  company  in  the  acquisition 
of  real  property  will  be  Included  in  this 
account. 

Debit: 

(a)  With  amount  of  principal  pay¬ 
ments  made  on  such  indebtedness. 

Credit: 

(a)  With  amount  of  funds  borrowed. 

319.2  Mortgages  payable  on  assets  ac¬ 
quired  in  liquidation  of  loans  and 
debt  securities. 

This  account  will  represent  the  unpaid 
principal  balance  of  existing  mortgages 
payable  on  assets  acquired  by  the  com¬ 
pany  in  liquidation  of  loans  and  debt 
securities.  The  balance  of  this  account 
will  not  be  treated  as  a  liability  on  the 
balance  sheet  but  as  an  offset  to  the 
asset  account. 

Debit: 

(a)  With  amount  of  principal  pay¬ 
ments  made  on  such  indebtedness. 

Credit: 

(a)  With  amount  of  such  indebted¬ 
ness. 

320  Noles  payable — other. 

This  account  will  represent  the  unpaid 
principal  balance  of  notes  payable  in 
evidence  of  amounts  owed  by  the  com¬ 
pany  other  than  for  funds  borrowed. 
Notes  payable,  conditional  sales  con¬ 
tracts,  and  liens  for  the  acquisition  of 
furniture,  fixtures,  equipment,  and  auto¬ 
mobiles  will  be  included  in  this  account. 

Debit: 

(a)  With  amount  of  principal  pay¬ 
ments  made  on  such  notes. 
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Credit: 

(a)  With  amount  of  unpaid  principal 
of  such  notes  executed. 

330  Participations  of  other  lenders  in 
loans. 

This  account  will  be  used  only  by  the 
“initiating”  company  and  will  represent 
the  outstanding  balance  of  participations 
by  other  lenders  in  net  funds  advanced 
on  loans  (Section  305) . 

The  total  impaid  balances  of  net  fluids 
advanced  on  loans  in  which  other  lend¬ 
ers  participate  will  be  carried  in  account 
No.  170  by  the  “initiating”  company  for 
accounting  convenience.  The  balance 
of  this  account  will  not  be  treated  as  a 
liability  on  the  balance  sheet  but  as  an 
offset  to  the  asset  account. 

Debit: 

(a)  With  amount  of  uncollected  dis¬ 
count,  fees,  and  other  charges  included 
in  the  face  amount  of  loans,  but  with¬ 
held  from  disbursements  to  debtor  small 
business  concerns,  which  is  assigned  to 
the  “participating”  company  in  connec¬ 
tion  with  its  participation  in  the  loans 
(contra  credit  will  be  made  to  account 
No.  253) . 

(b)  With  amount  of  repayments  trans¬ 
mitted  by  the  “initiating”  company  to 
the  “participating”  company  in  reduc¬ 
tion  of  such  participations. 

Credit: 

(a)  With  amount  of  participations  of 
other  lenders  in  loans  (including  as¬ 
signed  portion  of  unearned  discount, 
fees,  and  other  charges  on  loans  trans¬ 
ferred  from  account  No.  382) , 

(b)  With  the  “participating”  com¬ 
pany's  portion  of  amount  collected  allo¬ 
cable  to  discount,  fees,  and  other  charges 
included  in  the  face  amoimt  of  loans, 
but  withheld  from  disbursements  to 
debtor  small  business  concerns,  in  con¬ 
nection  with  loans  participated  in  by 
other  lenders  (contra  debit  will  be  made 
to  account  No.  170) . 

Note  1:  A  participation  is  defined  as  an 
undivided  Interest  sbared  with  one  or  more 
other  lenders  or  investors  in  a  note,  deben¬ 
ture  bond,  certificate  of  stock,  or  other  In¬ 
strument  evidencing  a  loan  to,  or  equity 
financing  of,  a  small  business  concern. 

Note  2:  Appropriate  subsidiary  records 
should  be  maintained  for  all  loan  partici¬ 
pations  of  other  lenders  refiected  In  this 
account  as  indicated  in  Note  2  of  account 
No.  170. 

(See  accoimtNo.  530) 

331  Participations  of  other  investors  in 
debt  securities. 

This  account  will  be  used  only  by  the 
“initiating”  company  and  will  represent 
the  outstanding  balance  of  participations 
by  other  investors,  incorporated  or  un¬ 
incorporated,  in  net  funds  advanced  on 
debt  securities  (Section  304) . 

The  total  unpaid  balances  of  net  funds 
advanced  on  debt  securities,  convertible, 
and  with  stock  purchase  warrants  or 
options,  and  debt  securities  divested  of 
stock  rights,  in  which  other  investors 
participate,  will  be  carried  by  the  “ini¬ 
tiating”  company  in  accounts  Nos.  180 
and  184,  respectively,  for  accounting  con¬ 
venience.  The  balance  of  this  account 
will  not  be  treated  as  a  liability  on  the 


balance  sheet  but  as  an  offset  to  the  re¬ 
lated  asset  accounts. 

Debit: 

(a)  With  amount  of  uncollected  dis¬ 
count,  fees,  and  other  charges  included 
in  the  face  amount  of  debt  securities,  but 
withheld  from  disbursements  to  debtor 
small  business  concerns  which  is  as¬ 
signed  to  the  “participating”  company 
in  connection  with  its  participation  in 
purchases  of  the  debt  securities  (contra 
credit  will  be  made  to  account  No.  254) . 

(b)  With  amoimt  of  repayments  trans¬ 
mitted  by  the  “initiating”  company  to 
the  “participating”  company  in  reduc¬ 
tion  of  such  participations. 

Credit: 

(a)  With  amount  of  participations  of 
other  investors  in  debt  securities  (in¬ 
cluding  assigned  portion  of  unearned 
discount,  fees,  and  other  charges  on  debt 
securities  transferred  from  account  No. 
384). 

(b)  With  the  “participating”  com¬ 
pany’s  portion  of  amount  collected  allo¬ 
cable  to  discount,  fees,  and  other  charges 
included  in  the  face  amount  of  debt 
securities,  but  withheld  from  disburse¬ 
ments  to  debtor  small  business  concerns, 
in  connection  with  purchases  of  debt 
securities  participated  in  by  other  in¬ 
vestors  (contra  debit  will  be  made  to 
account  No.  180  or  account  No.  184,  as 
appropriate) . 

Note  1 :  A  participation  is  defined  as  an  un¬ 
divided  interest  shared  with  one  or  more 
other  lenders  or  investors  in  a  note,  deben¬ 
ture  bond,  certificate  of  stock,  or  other  in¬ 
strument  evidencing  a  loan  to,  or  equity 
financing  of,  a  small  business  concern. 

Note  2 :  Appropriate  subsidiary  records 
should  be  maintained  for  aU  participations 
of  other  investors  in  debt  securities  as  indi¬ 
cated  in  Note  2  of  accounts  Nos.  180  and  184. 

(See  account  No.  530) 

332  Participations  of  other  investors  in 
capital  stock  of  SBCs. 

This  account  will  be  used  only  by  the 
“initiating”  company  and  will  represent 
the  outstanding  balance  of  participations 
by  other  investors,  incorporated  or  unin¬ 
corporated,  in  capital  stock  of  SBCs. 

The  total  value  at  cost  of  small  busi¬ 
ness  concerns’  capital  stock  in  which 
other  investors  participate  will  be  car¬ 
ried  by  the  “initiating”  company  in  ac¬ 
counts  Nos.  190,  194,  and  198,  respec¬ 
tively,  for  accounting  convenience.  The 
balance  of  this  account  will  not  be 
treated  as  a  liability  on  the  balance  sheet 
but  as  an  offset  to  the  related  asset  ac¬ 
counts. 

Debit: 

(a)  With  amount  of  reductions  of  such 
participations. 

Credit: 

(a)  With  amount  of  participations  of 
other  investors  in  capital  stock  of  SBCs. 

Note  1:  A  participation  Is  defined  as  an 
undivided  Interest  shared  with  one  or  more 
other  lenders  or  investors  in  a  note,  deben¬ 
ture  bond,  certificate  of  stock,  or  other  In¬ 
strument  evidencing  a  loan  to,  or  equity  fi¬ 
nancing  of,  a  small  business  concern. 

Note  2:  Appropriate  subsidiary  records 
should  be  maintained  for  all  participations 
of  other  Investors  In  capital  stock  of  SBCs  as 
Indicated  in  Note  2  of  accounts  Nos.  190, 194, 
and  198. 


(See  accoimt  No.  530) 

333  Participations  of  other  investors  in 
warrants,  options,  and  other  stock 
rights  acquired  from  SBCs. 

This  account  will  be  used  by  the  “ini¬ 
tiating”  company  and  will  represent  the 
outstanding  bcdance  of  participations  by 
other  investors,  incorporated  or  unincor¬ 
porated,  in  warrants,  options,  and  other 
stock  rights  acquired  from  SBCs. 

The  total  cost  of  such  warrants,  op¬ 
tions,  and  other  stock  rights  in  which 
other  investors  participate  will  be  carried 
by  the  “initiating”  company  in  account 
No.  199  for  accounting  convenience. 
The  balance  of  this  account  will  not  be 
treated  as  a  liability  on  the  balance  sheet 
but  as  an  offset  to  the  related  asset  ac¬ 
count. 

Debit: 

(a)  With  amount  of  reductions  of  such 
participations. 

Ch'edit: 

(a)  With  amount  of  participations  of 
other  investors  in  warrants,  options,  and 
other  stock  rights  acquired  from  SBCs. 

Note  1 :  A  participation  is  defined  as  an  un¬ 
divided  interest  sbared  with  one  or  more 
lenders  or  investors  In  a  note,  deben¬ 
ture  bond,  certificate  of  stock,  or  other  In¬ 
strument  evidencing  a  loan  to,  or  equity 
financing  of,  a  small  business  concern. 

Note  2:  Appropriate  subsidiary  reccH’ds 
should  be  malntsdned  f(»  all  participations 
of  other  Investors  in  warrants,  options,  and 
other  stock  rights  acquired  from  SB()s  as  in¬ 
dicated  in  Note  2  of  account  No.  199. 

(See  account  No.  530) 

334  Participations  in  assets  acquired  in 
liquidation  of  loans  and  debt  securi¬ 
ties. 

This  account  will  be  used  only  by  the 
“initiating”  company  and  will  represent 
the  outstanding  balance  of  participa¬ 
tions  by  other  lenders  or  Investors  in 
assets  acquired  in  liquidation  of  loans 
(Section  305)  and  debt  securities  (Sec¬ 
tion  304).  The  total  amount  of  such 
assets  will  be  carried  in  account  No.  200 
by  the  “initiating”  company  for  account¬ 
ing  convenience.  The  balance  of  this 
account  will  not  be  treated  as  a  liability 
on  the  balance  sheet  but  as  an  offset  to 
the  asset  account. 

Debit: 

(a)  With  amount  of  reductions  of  such 
participations. 

CTredit: 

(a)  With  amount  of  participations  of 
other  lenders  or  investors  in  assets  ac¬ 
quired  in  liquidation  of  loans  and  debt 
securities. 

Note:  Appropriate  subsidiary  records 
should  be  maintained  for  all  participations 
of  other  lenders  or  investors  in  assets  ac¬ 
quired  in  liquidation  of  loans  and  debt  se¬ 
curities  refiected  in  this  account  as  indicated 
In  Note  3  of  account  No.  200. 

(See  account  No.  530) 

335  Participations  in  amounts  due  from 
debtors  on  sale  of  assets  acquired  in 
liquidation  of  loans  and  debt  securi¬ 
ties. 

This  account  will  be  used  only  by  the 
“Initiating”  company  and  will  represent 
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the  outstanding  balance  of  participa¬ 
tions  by  other  lenders  or  investors  in 
amounts  due  from  debtors  on  sale  of 
assets  acquired  in  liquidation  of  loans 
(Section  305)  and  debt  securities  (Sec¬ 
tion  304) .  The  total  unpaid  balance  of 
-uch  amounts  due  will  be  carried  in  ac¬ 
count  No.  210  by  the  “initiating”  com¬ 
pany  for  accounting  convenience.  The 
balance  of  this  account  will  not  be 
treated  as  a  liability  on  the  balance  sheet 
but  as  an  offset  to  the  asset  account. 

Debit: 

(a)  With  amount  of  reductions  of  such 
participations. 

Credit: 

(a)  With  amount  of  participations  of 
other  lenders  or  investors  in  amounts 
due  from  debtors  on  sale  of  assets  ac¬ 
quired  in  liquidation  of  loans  and  debt 
securities. 

Note:  Appropriate  eubsldiary  records 
should  be  maintained  for  all  participations 
of  other  lenders  or  Investors  In  amounts  due 
from  debtors  on  sale  of  assets  acquired  in 
liquidation  of  loans  and  debt  securities  re¬ 
flected  in  this  account  as  indicated  in  Note 
2  of  account  No.  210. 

(See  account  No.  530) 

340  Accounts  payable  for  compensation 
on  participations  purchased. 

This  account,  on  the  books  of  the 
“participating”  company,  will  represent 
the  amount  of  accrued  compensation 
payable  for  services  rendered  to  it  on  its 
participations  in  loans,  debt  securities, 
assets  acquired  in  liquidation  of  loans 
(Section  305)  and  debt  securities  (Sec¬ 
tion  304) ,  and  amounts  due  from  debtors 
on  sale  of  assets  acquired  in  liquidation 
of  loans  (Section  305)  and  debt  securi¬ 
ties  (Section  304)  of  the  “initiating” 
company. 

Debit: 

(a)  With  amount  of  such  accrued  com¬ 
pensation  paid  or  disposed  of  otherwise. 

Credit: 

(a)  With  amount  of  such  accrued 
compensation. 

(See  account  No.  630) 

342  Accounts  payable  fTor  commitment 
fees  on  deferred  participations. 

This  accoimt,  on  the  books  of  the 
“initiating”  company,  will  represent  the 
amount  of  accrued  commitment  fees 
payable  for  having  funds  made  available 
on  a  deferred  basis  by  “participating” 
companies  such  as  banks,  small  business 
investment  c(»npanies,  and  other  lenders 
in  connection  with  the  financing  of,  or 
commitments  to  finance,  small  business 
concerns. 

Debit: 

(a)  With  amount  of  such  accrued  fees 
paid. 

Credit: 

(a)  With  amount  of  such  accrued  fees. 

Note:  A  deferred  participation  la  defined 
as  a  oonimltment  under  a  participation 
agreement  whereby  the  “participating”  com¬ 
pany  will  make  funds  available  on  a  de¬ 
ferred  basis  to  the  "Initiating”  company  In 
connection  with  the  latter’s  financing  of,  or 
commitment  to  finance,  a  small  business 
concern,  or  in  connection  with  an  “Initiat¬ 
ing”  small  business  investment  company’s 
acquisition  of  loans  or  equity  securities 
from  other  such  companies. 


(See  account  No.  600) 

344  Accounts  payable — other. 

This  account  will  represent  amounts 
payable  on  open  account  for  which  other 
specific  accoimts  have  not  been  pro¬ 
vided. 

Debit: 

(a)  With  amoimt  of  such  indebtedness 
paid,  or  disposed  of  otherwise. 

Credit: 

(a)  With  amount  of  such  indebtedness 
incurred. 

350  Accrued  interest  payable. 

This  account  will  represent  the 
amoimt  of  liability  for  interest  accrued 
on  the  company’s  notes,  mortgages  and 
debentures  payable,  and  on  loans  (Sec¬ 
tion  305)  and  debt  securities  (Section 
304)  of  small  business  concerns  sold  with 
recourse  upon  the  company  in  the  event 
of  default.  The  account  also  will  include 
a(Xirued  Interest  payable  on  other  inter¬ 
est-bearing  obligations  of  the  company 
except  accrued  interest  paysdile  provided 
for  in  account  No.  352. 

Debit: 

(a)  With  amount  of  such  interest 
paid  or  disposed  of  otherwise. 

Credit: 

(a)  At  the  end  of  each  month,  with 
amount  of  interest  accrued  on  all  inter¬ 
est-bearing  obligations  covered  by  this 
account  on  that  date. 

(b)  With  amoimt  of  interest  accrued 
during  the  month  on  such  obligations 
paid  in  full  or  disposed  of  otherwise  dur¬ 
ing  the  month. 

352  Accrued  interest  payable  on  partici¬ 
pations  of  other  lenders  or  investors 
in  loans,  debt  securities,  and  amounts 
due  from  debtors. 

This  a(xx>unt  will  be  used  only  by  the 
“initiating”  ccHnpany  and  will  represent 
the  accrued  interest  receivable  due  “par¬ 
ticipating”  companies,  such  as  other 
small  business  investment  companies, 
banks,  etc.,  on  their  participations  in 
loans,  debt  securities,  and  amounts  due 
from  debtors  on  sale  of  assets  acquired 
in  liquidation  of  loans  (Section  305)  and 
debt  securities  (Section  304). 

The  total  accrued  unpaid  interest  re¬ 
ceivable  on  loans,  debt  securities,  and 
amounts  due  from  debtors  on  sale  of 
assets  acquired  in  liquidation  of  loans 
and  debt  securities  in  which  other  lend¬ 
ers  or  investors  participate  will  be 
carried  in  account  No.  160  by  the  “initi¬ 
ating”  company  for  accounting  conven¬ 
ience.  The  balance  of  this  a(xx>imt  will 
not  be  treated  as  a  liability  on  the  bal¬ 
ance  sheet  but  will  be  deducted  fn»n 
the  related  asset  account  to  produce  a 
net  figure  for  balance  sheet  purposes. 
Debit: 

(a)  With  amount  of  such  interest  paid 
or  disposed  of  otherwise. 

CJredit: 

(a)  With  amount  due  “participating” 
companies  representing  their  portion  of 
accrued  interest  receivable  on  partici¬ 
pations  in  loans,  debt  securities,  and 
amounts  due  from  debtors. 

354  Estimated  Federal  income  taxes  ac¬ 
crued. 

This  ac<xmnt  will  represent  the  bal¬ 
ance  of  estimated  Federal  income  taxes 


accrued  which  have  not  been  remitted 
to  the  Internal  Revenue  Service. 

Debit: 

(a)  With  amount  of  such  taxes  paid. 

Credit: 

(a)  With  amount  of  such  taxes  ac¬ 
crued  during  the  month. 

(See  accounts  Nos.  720  and  722) 

356  Estimated  State  income  taxes  ac¬ 
crued. 

This  account  will  represent  the  bal¬ 
ance  of  estimated  State  income  taxes 
accrued  which  have  not  been  remitted 
to  the  appropriate  collector  of  such 
taxes. 

Debit: 

(a)  With  amount  of  such  taxes  paid. 

Credit: 

(a)  With  amount  of  such  taxes  ac¬ 
crued  during  the  month. 

(See  accounts  Nos.  725  and  727) 

358  Other  accrued  expenses. 

This  account  will  represent  the  amount 
of  the  company’s  liability  as  of  the  end 
of  the  month  for  accrued  expenses,  such 
as  salaries,  the  company’s  portion  of 
social  security  taxes,  and  other  accrued 
expenses  not  provided  for  in  other  ac¬ 
counts. 

Debit: 

(a)  With  amount  of  such  expenses 
paid  or  disposed  of  otherwise. 

Credit: 

(a)  With  amount  of  such  expenses  ac¬ 
crued  during  the  month. 

Note:  Increases  or  decreases  In  the  liabil¬ 
ity  for  accrued  expenses,  through  accruals 
or  adjustments,  will  be  offset  by  increases  or 
decreases,  respectively,  in  the  appropriate 
expense  accounts. 

360—362  Dividends  payable  on _ 

(’Type  and  class) 

capital  slock. 

These  accoimts  will  represent  the  com¬ 
pany’s  liability  for  dividends,  other  than 
stock  dividends,  declared  by  the  com¬ 
pany’s  Board  of  Directors  on  the  respec¬ 
tive  tjrpes  and  classes  of  capital  stock 
issued  and  outstanding.  A  separate  ac¬ 
count  should  be  used  to  reflect  the  divi¬ 
dends  payable  for  each  tjqie  and  class 
of  capital  stock  outstanding. 

Debit: 

(a)  With  amount  of  such  dividends 
paid. 

Credit: 

(a)  With  amount  of  such  dividends 
declared  payable  by  the  company’s 
Board  of  Directors. 

365-367  Stock  dividends  payable  un 

_ capital  stock. 

(Type  and  class) 

These  accounts  will  represent  the 
amounts  of  capital  ‘stock  dividends  de¬ 
clared  payable  by  the  company’s  Board 
of  Directors  on  the  respective  types  and 
classes  of  capital  stock  issued  and  out¬ 
standing.  A  separate  account  should  be 
used  to  refiect  the  stock  dividends  pay¬ 
able  with  respect  to  each  type  and  class 
of  capital  stock  outstanding. 

Debit: 

(a)  With  amoimt  of  such  stock  divi¬ 
dends  issued  (contra  credit  will  be  made 
to  accounts  Nos.  405-409). 
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(a)  With  amount  of  such  stock  divi- 
dends  declared  payable  by  the  company’s 
Board  of  Directors  (contra  debit  will  be 
made  to  account  No.  420,  No.  425,  or  No. 
426,  as  appropriate). 

Note:  A  stock  dividend  payable  Is  not  con¬ 
sidered  a  llablUty,  since  the  use  of  assets  is 
not  required.  In  instances  when  a  statement 
of  financial  condition  Is  prepared  between 
the  dates  of  declaration  and  payment,  the 
stock  dividend  payable  should  be  reflected  in 
the  capital  stock  and  surplus  section  as  an 
addition  to  the  capital  stock. 

370  Federal  taxes  withheld. 

This  accoimt  will  represent  the  amount 
of  Federal  income  and  social  security 
taxes  withheld  from  employees’  salaries 
which  have  not  been  remitted  to  the 
Internal  Revenue  Service. 

Debit: 

(a)  With  amount  of  such  taxes  re¬ 
mitted  to  Internal  Revenue  Service. 
Credit: 

(a)  With  amount  of  such  taxes  with¬ 
held. 

372  State  and  city  taxes  withheld. 

’This  accoimt  will  represent  the  amount 
of  State  income  and  city  taxes  withheld 
from  employees’  salaries  which  have  not 
been  remitted  to  the  appropriate  col¬ 
lector  of  such  taxes. 

Debit: 

(a)  With  amount  of  such  taxes  re¬ 
mitted. 

Credit: 

(a)  With  amount  of  such  taxes  with¬ 
held. 

374  Unapplied  receipts. 

This  account  will  represent  the  amount 
of  funds  received  by  the  company  which 
have  not  been  applied  to  loans  (Section 
305),  debt  securities  (Section  304),  in¬ 
terest  receivable,  etc.  This  account  will 
be  used  only  in  instances  when  the  funds 
received  cannot  be  applied  promptly. 
Debit: 

(a)  With  amount  of  such  funds  ap¬ 
plied  or  disposed  of  otherwise. 

Ch-edit: 

(a)  With  amount  of  funds  received 
which  cannot  be  applied  promptly. 

376  Advance  interest  payments. 

This  account  will  represent  the  amount 
of  interest  collected  through  cash  pay¬ 
ments  by  debtors  on  interest-bearing 
items  prior  to  the  interest  maturity  date. 
Debit: 

(a)  On  the  interest  maturity  date  with 
amount  of  such  interest  heretofore  cred¬ 
ited  to  this  account  as  an  advance  pay¬ 
ment. 

Credit: 

(a)  With  amount  of  interest  received 
prior  to  the  interest  maturity  date. 

378  Miscellaneous  trust  receipts. 

This  account  will  represent  the  liability 
of  the  company  for  fimds  withheld  or 
received  in  trust,  for  which  no  specific 
account  is  provided.  Including  earnest 
money  deposits,  and  funds  withheld  from 
employees’  salaries  for  the  purchase  of 
United  States  Savings  E::ids,  payment  of 
group  life  insurance  premiums,  payment 
of  pension  fund  contributions,  etc. 


Debit: 

(a)  With  amount  of  such  funds  dis- 
biu-sed  or  disposed  of  otherwise. 

Credit: 

(a)  With  amount  of  such  funds  with¬ 
held  or  received. 

380  Unamortized  premium  on  deben¬ 
tures  payable. 

’This  account  will  represent  the  amoimt 
of  the  unamortized  balance  of  premium 
on  unmatured  outstanding  debentures 
payable  sold  by  the  company  for  a  sum  in 
excess  of  par. 

Debit: 

(a)  At  the  end  of  each  month,  with 
the  monthly  amount  necessary  to  amor¬ 
tize  the  premium  over  the  life  of  such 
debentures. 

(b)  With  the  unamortized  portion  of 
premium  applicable  to  such  debentures 
purchased  and  retired  prior  to  maturity. 

(c)  When  such  debentures  mature 
during  the  month,  with  the  amount  of 
premium  applicable  to  the  portion  of  the 
month  the  debentures  were  outstanding. 

Credit: 

(a)  With  the  amount  of  premium  on 
such  debentmes  at  the  time  of  sale. 

(See  accounts  Nos.  550,  560,  and  690) 

382  Unearned  discount,  fees,  and  other 
charges  on  loans  (Section  305). 

This  account  will  represent  the 
amount  of  imeamed  discount,  fees,  and 
other  charges  included  in  the  face 
amount  of  loans  made  to  small  business 
concerns  pursuant  to  Section  305  of  the 

Small  Business  Investment  Act  of  1958, 
as  amended,  and  which  is  withheld  from 
disbursements  to  such  small  business 
concerns.  ’ 

Debit: 

(a)  On  the  books  of  the  “initiating” 
comi>any,  with  that  portion  of  imearned 
discount,  fees,  and  other  charges  in¬ 
cluded  in  the  face  amoimt  of  loans,  but 
withheld  from  disbursements  to  d^tor 
small  business  concerns,  which  is  as¬ 
signed  to  the  “participating”  company 
in  connection  with  its  participation  in 
the  loans  (contra  credit  will  be  made  to 
account  No.  330) . 

(b)  With  amount  of  unearned  dis- 
coimt,  fees,  and  other  charges  included 
in  the  face  amount  of  direct  loans,  but 
withheld  from  disbursements  to  debtor 
small  business  concerns,  which  becomes 
earned  through  collection,  passage  of 
time,  or  sale  of  loans. 

(c)  On  the  books  of  the  “initiating” 
company,  with  amount  earned  of  that 
portion  of  unearned  discount,  fees,  and 
other  charges  included  in  the  face 
amount  of  loans,  but  withheld  from  dis¬ 
bursements  to  debtor  small  business  con¬ 
cerns,  which  is  retained  by  the  “initiat¬ 
ing”  ccHnpcmy  in  connection  with  loans 
participated  in  by  other  lenders  (the 
amount  to  be  recorded  becomes  earned 
through  collection,  passage  of  time,  or 
sale  of  loans) . 

(d)  On  the  books  of  the  “participat¬ 
ing”  comp>any,  with  amount  earned  of 
that  portion  of  unearned  discount,  fees, 
and  other  charges  included  in  the  face 
amount  of  loans,  but  withheld  from  dis¬ 
bursements  to  debtor  small  business  con¬ 
cerns,  which  is  assigned  to  the  “partici- 
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paUng”  company  in  connection  with  its 
participations  in  loans  of  other  lenders 
(the  amount  to  be  recorded  becomes 
earned  through  collection,  passage  of 
time,  or  sale  of  loans) . 

(e)  With  amount  of  unearned  dis¬ 
count,  fees,  and  other  charges  included 
in  the  face  amount  of  loans,  but  with¬ 
held  from  disbursements  to  debtor  small 
business  concerns,  which  is  rebated  to 
^rrowers  upon  early  repayment  of  loans, 
or  is  closed  into  the  asset  account  upon 
liquidation  of  loans  at  less  than  full 
amount. 

Ch-edit: 

(a)  With  amount  of  unearned  dis¬ 
count,  fe^,  and  other  charges  included 
in  the  face  amount  of  direct  loans  but 
withheld  from  disbursements  to  debtor 
small  business  concerns. 

(b)  On  the  books  of  the  “initiating” 
company,  with  total  amoimt  of  unearned 
discount,  fees,  and  other  charges  in¬ 
cluded  in  the  face  amount  of  loans,  but 
withheld  from  disbursements  to  debtor 
small  business  concerns,  in  connection 
with  loans  participated  in  by  other 
lenders. 

(c)  On  the  books  of  the  “participat¬ 
ing”  company,  with  that  portion  of  un¬ 
earned  discount,  fees,  and  other  charges 
included  in  the  face  amount  of  loans, 
but  withheld  from  disbursements  to 
debtor  small  business  concerns,  which  is 
assigned  to  the  “participating”  company 
in  connection  with  its  participations  in 
loans  of  other  lenders. 

Note  1:  A  participation  la  defined  as  an 
undivided  Interest  shared  with  one  or  more 
other  lenders  or  Investors  in  a  note,  deben¬ 
ture  bond,  certificate  of  stock,  or  other  in¬ 
strument  evidencing  a  loan  to,  or  equity 
financing  of,  a  small  business  concern. 

Note  2 :  Unearned  discount  in  this  account 
will  be  transferred  to  accoimt  No.  612 — ^In¬ 
terest  on  loans,  as  it  becomes  earned,  and 
unearned  fees  and  other  charges  wlU  be 
transferred  to  account  No.  536 — Miscel¬ 
laneous  fees,  under  similar  circumstances. 

Note  3:  Any  fees  and  other  charges  con¬ 
sidered  earned  Immediately  upon  closing  of 
loans  wiU  be  recorded  in  the  appropriate 
income  accounts  at  once  without  first  being 
entered  in  this  account. 

Note  4:  Appropriate  subsidiary  records 
should  be  maintained  for  all  unearned 
amounts  included  in  this  account  to  permit 
identification  of  such  amotmts  with  the 
particular  loans  to  which  they  relate. 

(See  account  No.  253) 

384  Unearned  discount,  fees,  and  other 
charges  on  debt  securities  (Section 
304). 

’This  account  will  represent  the  amount 
of  unearned  discount,  fees,  and  other 
charges  included  in  the  face  amount  of 
small  business  concerns’  debt  securities 
acquired  pursuant  to  Section  304  of  the 
Small  Business  Investment  Act  of  1958, 
as  amended,  and  which  is  withheld  from 
disbursements  to  such  small  business 
concerns. 

Debit: 

(a)  On  the  books  of  the  “initiating” 
company,  with  that  portion  of  unearned 
discount,  fees,  and  other  charges  in¬ 
cluded  in  the  face  amount  of  debt  secu¬ 
rities,  but  withheld  from  disbursements 
to  debtor  small  business  concerns,  which 
is  assigned  to  the  “participating”  com- 
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pan5’  in  connection  with  its  participation 
in  purchases  of  the  debt  securities  (con¬ 
tra  credit  will  be  made  to  account  No. 
331). 

(b)  With  amount  of  unearned  dls- 
coimt,  fees,  and  other  charges  included 
in  the  face  amoimt  of  debt  securities,  but 
withheld  from  disbursements  to  debtor 
small  business  concerns,  which  becomes 
earned  through  collection,  passage  of 
time,  or  sale  of  debt  securities. 

(c)  On  the  books  of  the  “initiating” 
company,  with  amount  earned  of  that 
portion  of  unearned  discount,  fees,  and 
other  charges  included  in  the  face 
amount  of  debt  securities,  but  withheld 
from  disbursements  to  debtor  small  busi¬ 
ness  concerns,  which  is  retained  by  the 
“initiating”  company  in  connection  with 
purchases  of  debt  securities  participated 
in  by  other  investors  (the  amount  to  be 
recorded  becomes  earned  through  col¬ 
lection,  passage  of  time,  or  sale  of  debt 
securities) . 

(d)  On  the  books  of  the  “participat¬ 
ing”  company,  with  amount  earned  of 
that  portion  of  unearned  discount,  fees, 
and  other  charges  included  in  the  face 
amoimt  of  debt  securities,  but  withheld 
from  disbursements  to  debtor  small  busi¬ 
ness  concerns,  which  is  assigned  to  the 
“participating”  company  in  connection 
with  its  participations  in  purchases  by 
other  investors  of  debt  securities  (the 
amount  to  be  recorded  becomes  earned 
through  collection,  passage  of  time,  or 
sale  of  debt  securities) . 

(e)  With  amount  of  imearned  dis¬ 
count,  fees,  and  other  charges  included 
in  the  face  amount  of  debt  securities,  but 
withheld  from  disbursements  to  debtor 
small  business  concerns,  which  is  rebated 
to  borrowers  upon  early  repa3rment  of 
debt  securities,  or  is  closed  into  the  asset 
account  upon  liquidation  of  debt  securi¬ 
ties  at  less  than  full  amount. 

Credit: 

(a)  With  amount  of  unearned  dis¬ 
count  (including  that  equivalent  to  the 
determined  cost  of  warrants,  options,  and 
other  stock  rights,  as  explained  in  Note  3 
of  account  No.  199),  fees,  and  other 
charges  included  in  the  face  amoimt  of 
debt  securities  acquired  but  withheld 
from  disbursements  to  debtor  small  busi¬ 
ness  concerns. 

(b)  On  the  books  of  the  “initiating” 
company,  with  total  amount  of  unearned 
discount,  fees,  and  other  charges  in¬ 
cluded  in  the  face  amount  of  debt  securi¬ 
ties,  but  withheld  from  disbursements  to 
debtor  small  business  concerns,  in  con¬ 
nection  with  purchases  of  debt  securities 
participated  in  by  other  investors. 

(c)  On  the  books  of  the  “participat¬ 
ing”  company,  with  that  portion  of  un¬ 
earned  discount,  fees,  and  other  charges 
included  in  the  face  amount  of  debt  se¬ 
curities,  but  withheld  from  disburse¬ 
ments  to  debtor  small  business  concerns, 
which  is  assigned  to  the  “participating” 
company  in  connection  with  its  partici¬ 
pations  in  purchases  by  other  investors 
of  debt  securities. 

Note  1 :  A  participation  U  defined  as  an  un¬ 
divided  interest  shared  with  one  or  more  other 
lenders  or  Investors  in  a  note,  debenture 
bond,  certificate  of  stock,  or  other  instru¬ 


ment  evidencing  a  loan  to,  or  equity  financing 
of,  a  small  business  concern. 

Note  2:  Unearned  discount  in  this  accoimt 
will  be  transferred  to  account  No.  516— Inter¬ 
est  on  debt  securities,  as  it  beccmies  earned, 
and  unearned  fees  and  other  charges  will  be 
transferred  to  account  No.  536 — ^Miscellaneous 
fees,  under  similar  circumstances. 

Note  3:  Any  fees  and  other  charges  con¬ 
sidered  earned  immediately  upon  closing  of 
financing  through  purchase  of  debt  securities 
wiU  be  recorded  in  the  appropriate  income 
accounts  at  once  without  first  being  entered 
in  this  account. 

Note  4:  Appropriate  subsidiary  records 
should  be  maintained  for  all  unearned 
amounts  included  in  this  account  to  permit 
Identification  of  such  amounts  with  the  par¬ 
ticular  debt  securities  to  which  they  relate. 

(See  account  No.  254) 

386  Other  liabilities. 

This  account  will  include  the  balances 
in  subaccounts  Nos.  386.1, 386.2, 386.3,  etc. 

386.1  Other  liabilities — general. 

This  account  will  represent  the  amount 
of  liabilities  of  the  company  not  specif¬ 
ically  provided  for  in  other  accounts. 
Debit: 

(a)  With  amount  of  such  liabilities 
paid  or  disposed  of  otherwise. 

Credit: 

(a)  With  amount  of  such  liabilities 
incurred. 

Note:  Accrual  of  interest  receivable  should 
be  discontinued  with  respect  to  any  loan  or 
debt  security  financing  a  smaU  business  con¬ 
cern  which  is  in  bankruptcy,  or  on  the  verge 
thereof,  or  otherwise  considered  to  be  Insol¬ 
vent.  Any  interest  payments  received  from 
such  a  debtor  should  not  be  treated  as  in¬ 
terest  Income,  but  should  be  either  credited 
as  payments  on  principal  of  the  debt  or 
credited  as  deferred  Income  in  this  account, 
pending  determination  of  the  appropriate 
accounting.  In  less  serious  situations,  when 
Interest  receivable  is  accrued  under  circum¬ 
stances  in  which  the  financed  small  business 
concern  has  not  earned  the  amount  thereof, 
or  the  fair  value  of  the  loan  or  debt  security 
as  determined  in  good  faith  by  the  Board  of 
Directors  is  less  than  cost,  or  recovery  there¬ 
on  is  doubtful,  an  addition  to  the  allowance 
for  uncollectible  interest  receivable  should 
be  made  in  an  amount  equivalent  to  the  ac¬ 
crual  of  Interest  receivable,  or,  as  an  alterna¬ 
tive,  the  interest  income  should  be  deferred 
in  this  account  as  above  Indicated. 

386.2  Other  liabilities— deferred  gain 
on  sale  of  assets. 

This  account  will  represent  the 
amount  of  deferred  gain  on  sale  of  assets. 
Debit: 

(a)  With  amount  of  gain  realized 
through  collection  or  passage  of  time. 
Credit: 

(a)  With  amount  of  deferred  gain  on 
sale  of  assets. 

Note:  This  is  an  optional  account  to  be 
used  only  if  the  company  chooses  to  defer 
gain  arising  from  sales  of  assets  on  an 
InstaUment-payment  basis.  Deferred  gain 
in  this  account  will  be  transferred  to  the 
appropriate  gain  accounts  as  it  is  realized. 

386.3  Other  liabilities— discount  on  cap¬ 
ital  stock  of  SBCs. 

This  account  will  represent  the  con¬ 
tingent  liability  in  connection  with  the 
acquisition  of  small  business  concerns’ 
capital  stock  below  par  value.  Items  in 
this  account  will  not  be  amortized  but 
will  remain  on  the  books  until  disposi¬ 
tion  is  made  of  the  related  capital  stock. 


The  balance  of  this  account  will  not  be 
treated  as  a  liability  on  the  balance 
sheet  but  will  be  deducted  from  the  re¬ 
lated  asset  account  to  produce  a  net  fig¬ 
ure  for  balance  sheet  purposes. 

Debit: 

(a)  Upon  disposition  of  such  capital 
stock  of  SBCs,  with  amount  of  discount 
carried  therefor  in  this  account. 

Credit: 

(a)  With  amount  of  discount  received 
on  acquisition  of  such  capital  stock  of 
SBCs  representing  the  difference  be¬ 
tween  the  par  value  and  the  amount 
paid  for  the  stock. 

Note:  This  is  an  optional  account  to  be 
used  only  if  the  company  prefers  to  enter 
the  contingent  liability  in  its  books. 

390  Allowance  for  uncollectible  notes 
and  accounts  receivable. 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  estimated  losses 
on  notes  and  accounts  receivable  and 
should  be  maintained  in  an  amount  not 
less  than  a  conservative  estimate  of  prob¬ 
able  losses  on  notes  and  accounts  re¬ 
ceivable.  The  valuation  reserve  will  be 
sidjusted  upward  as  conditions  make  ad- 
vi^ble,  and  may  be  adjusted  downward 
if  circumstances  justify  or  occasion  de¬ 
mands,  in  order  to  reflect  the  true  value 
of  the  company’s  notes  and  accounts  re¬ 
ceivable. 

Debit: 

(a)  With  amount  of  decreases  in  such 
reserve. 

(b)  With  amount  of  notes  and  ac¬ 
counts  receivable  written  off. 

Credit: 

(a)  With  amount  of  such  reserve  es¬ 
tablished. 

(b)  With  amount  of  increases  in  such 
reserve. 

(c)  With  amount  of  recoveries  on 
notes  and  accounts  receivable  written  off. 

Note:  When  a  note  receivable  or  an  ac¬ 
count  receivable  is  recorded  with  respect  to 
any  debtor  small  business  concern  which  has 
not  earned  the  amount  thereof,  or  the  fair 
value  of  whose  debt  or  equity  Instriunents 
held  by  the  company,  as  determined  by  the 
Board  of  DirectOTS,  is  less  than  cost,  or  re¬ 
covery  thereon  is  doubtful,  an  addition  to 
the  allowance  for  uncollectible  notes  and 
accounts  receivable  refiected  in  this  account 
should  be  made  in  an  amount  equivalent  to 
the  recorded  receivable,  m:,  as  an  alternative, 
the  receivable  recorded  as  an  asset  should 
be  concurrently  credited  as  deferred  Income 
in  accoimt  No.  386.1 — Other  liabilities- 
general,  pending  determination  of  the  ap¬ 
propriate  accounting. 

(See  account  No.  666) 

391  Allowance  for  uncollectible  inlerest 
receivable. 

~  This  account  will  represent  the  valu¬ 
ation  reserve  provided  for  estimated 
losses  of  accrued  Interest  receivable,  and 
should  be  maintained  in  an  amount  not 
less  than  a  conservative  estimate  of 
probable  losses.  This  valuation  reserve 
should  be  adjusted  as  occasion  demands, 
so  that  this  account  will  reflect  the  best 
available  estimate  of  probable  losses  of 
accrued  interest  receivable. 

Debit: 

(a)  With  amount  of  decreases  in  such 
reserve. 

(b)  With  amount  of  accrued  interest 
receivable  written  off. 
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Credit: 

(a)  With  amount  of  such  reserve 

established. 

(b)  With  amount  of  increases  in  such 
reserve. 

(c)  With  amount  of  recoveries  of  ac¬ 
crued  interest  receivable  written  off. 

Note  1:  In  instances  when  a  loan  to,  or 
debt  security  of,  a  small  business  concern  or 
an  amount  due  from  debtors  on  sale  of  assets 
acquired  In  liquidation  of  loans  and  debt 
securities  Is  paniclpated  In  by  other  lenders 
or  Investors,  the  valuation  reserve  on  the 
books  of  the  “Initiating”  company  should  not 
exceed  the  total  accrued  Interest  receivable 
less  the  amount  of  such  Interest  due  other 
lenders  or  investors  on  their  participations  as 
reflected  In  account  No.  362. 

Note  2:  When  Interest  receivable  Is  ac¬ 
crued  under  circumstances  In  which  the 
flnanced  small  business  concern  has  not 
earned  the  amount  thereof,  or  the  fair  value 
of  the  loan  or  debt  security  as  determined 
In  good  faith  by  the  Board  of  Directors  Is  less 
than  cost,  or  recovery  thereon  is  doubtful, 
an  addition  to  the  allowance  for  uncollectible 
Interest  receivable  reflected  In  this  account 
should  be  made  in  an  amount  equivalent  to 
the  accrual  of  Interest  receivable,  or,  as  an 
alternative,  the  interest  income  should  be 
deferred  In  account  No.  386.1 — Other  liabili¬ 
ties — general,  pending  determination  of  the 
appropriate  accounting. 

(See  accounts  Nos.  160  and  667) 

392  Allowance  for  uncollectible  loans 
(Section  305). 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  estimated  losses 
on  loans  (Section  305)  and  should  be 
maintained  in  an  amount  not  less  than 
a  conservative  estimate  of  probable 
losses.  This  valuation  reserve  will  be 
adjusted  upward  as  conditions  make  ad¬ 
visable.  and  may  be  adjusted  downward 
if  circumstances  justify  or  occasion  de¬ 
mands,  in  order  to  reflect  the  true  value 
of  the  company’s  loans  to  small  business 
concerns. 

Debit: 

(a)  With  amount  of  decreases  in  such 
reserve. 

(b)  With  amount  of  such  loans 
written  off. 

Credit: 

(a)  With  amount  of  such  reserve  es¬ 
tablished. 

(b)  With  amount  of  increases  In  such 
reserve. 

(c)  With  amount  of  recoveries  on 
such  loans  written  off. 

(See  account  No.  668) 

393  Allowance  for  losses  on  debt  securi¬ 
ties  (Section  304). 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  estimated  losses 
on  debt  securities,  convertible,  and  with 
stock  purchase  warrants  or  options,  and 
debt  securities  divested  of  stock  rights 
(all  such  securities  Section  304)  and 
should  be  maintained  in  an  amount  not 
less  than  a  conservative  estimate  of  prob¬ 
able  losses.  This  valuation  reserve  will 
be  adjusted  as  occasion  demands,  so  that 
this  accoimt  will  reflect  the  best  avail¬ 
able  estimate  of  probable  losses  on  debt 
securities  of  small  business  concerns. 
Debit: 

(a)  With  amount  of  decreases  in  such 
reserve. 


(b)  With  amoimt  of  reserve  estab¬ 
lished  in  this  account  for  debt  securities 
which  are  written  off.  sold,  or  disposed 
of  otherwise  (contra  credit  for  any  por¬ 
tion  representing  an  excess  over  losses 
actually  incurred  will  be  made  to  account 
No.  673). 

(c)  With  amount  of  write-down  of 
such  debt  securities,  not  to  exceed  the 
amount  of  reserve  established  therefor  in 
this  account. 

Credit: 

(a)  With  amount  of  such  reserve 
established. 

(b)  With  amount  of  increases  in  such 
reserve. 

Note:  When  debt  securities  of  small  busi¬ 
ness  concerns  are  sold  by  the  company  or 
disposed  of  otherwise,  cash  or  other  appro¬ 
priate  asset  account  will  be  debited  for  the 
amount  received,  this  account  will  be  debited 
for  the  amount  of  the  reserve  which  has  been 
established  therein  fOT  such  debt  securities, 
and  the  appropriate  Investment  account  will 
be  credited  for  the  related  cost  value  carried 
therein.  If  there  Is  no  loss,  or  It  Is  less  than 
the  amount  reserved  for  loss  on  the  debt 
securities  disposed  of,  the  excess  portion  of 
the  amount  reserved  wUl  be  credited  to  ac¬ 
count  No.  673.  If  a  gain  over  cost  Is  realized, 
such  gain  will  be  credited  to  account  No. 
572.  If  a  loss  In  relation  to  cost  Is  sustained 
which  Is  In  excess  of  the  amount  reserved 
therefor,  that  portion  above  the  amount  of 
the  reserve  provided  will  be  debited  to  ac¬ 
count  No.  702. 

(See  accoimts  Nos.  180  and  184) 

394  Allowance  for  losses  on  capital  stock 
of  SBCs  and  on  stock  rights  acquired 
from  SBCs. 

This  account  will  include  the  balances 
in  subaccounts  Nos.  394.1  and  394.2. 

394.1  Allowance  for  losses  on  capital 
stock  of  SBCs. 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  estimated  losses 
on  convertible  capital  stock  of  SBCs, 
capital  stock  of  SBCs  with  stock  pur¬ 
chase  warrants  or  options,  and  capital 
stock  of  SBCs — other,  and  should  be 
maintained  in  an  amount  not  less  than 
a  conservative  estimate  of  probable 
losses.  This  valuation  reserve  will  be 
adjusted  as  occasion  demands,  so  that 
this  account  will  reflect  the  best  avail¬ 
able  estimate  of  probable  losses  on  capi¬ 
tal  stock  of  SBCs. 

Debit: 

(a)  With  amount  of  decreases  in  such 
reserve. 

(b)  With  amount  of  reserve  estab¬ 
lished  in  this  account  for  capital  stock 
which  is  written  off,  sold,  or  disposed  of 
otherwise  (contra  credit  for  any  portion 
representing  an  excess  over  losses  ac¬ 
tually  incmred  will  be  made  to  account 
No.  674). 

(c)  With  amount  of  write-down  of 
such  capital  stock,  not  to  exceed  the 
amount  of  reserve  established  therefor 
in  this  account. 

Credit: 

(a)  With  amount  of  such  reserve 
established. 

(b)  With  amount  of  increases  in  such 
reserve. 

Note:  When  capital  stock  of  SBCs  is  sold 
by  the  company  or  disposed  of  otherwise, 
cash  or  other  appropriate  asset  account  will 


be  debited  for  the  amount  received,  this 
acco\mt  will  be  debited  for  the  amount  of 
the  reserve  established  therein  for  such  capi¬ 
tal  stock,  and  the  appropriate  Investment 
account  wlU  be  credited  for  the  related  cost 
value  carried  therein.  If  there  is  no  loss, 
or  It  is  less  than  the  amount  reserved  for 
loss  on  capital  stock  of  SBCs  disposed  of, 
the  excess  portion  of  the  amount  reserved 
will  be  credited  to  account  No.  674.  If  a 
gain  over  cost  is  realized,  such  gain  will  be 
credited  to  account  No.  576.  If  a  loss  in  re¬ 
lation  to  cost  is  sustained  which  is  in  excess 
of  the  amount  reserved  therefor,  that  portion 
above  the  amount  of  the  reserve  provided 
will  be  debited  to  account  No.  706. 

(See  accounts  Nos.  190,  194,  and  198) 

394.2  Allowance  for  losses  on  warrants, 
options,  and  other  stock  rights  ac¬ 
quired  from  SBCs. 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  estimated  losses 
on  warrants,  options,  and  other  stock 
rights  acquired  from  SBCs,  and  should 
be  maintained  in  an  amount  not  less 
than  a  conservative  estimate  of  prob¬ 
able  losses.  This  valuation  reserve  will 
be  adjusted  as  occasion  demands,  so 
that  this  account  will  reflect  the  best 
available  estimate  of  probable  losses  on 
warrants,  options,  and  other  stock  rights 
acquired  from  SBCs. 

Debit: 

(a)  With  amount  of  decreases  in  such 
reserve. 

(b)  With  amount  of  reserve  estab¬ 
lished  in  this  account  for  warrants,  op¬ 
tions,  and  other  stock  rights  acquired 
from  SBCs  which  are  written  off,  sold, 
or  disposed  of  otherwise  (contra  credit 
for  any  portion  representing  an  excess 
over  losses  actually  incurred  will  be  made 
to  account  No.  676) . 

(c)  With  amount  of  write-down  of 
such  warrants,  options,  and  other  stock 
rights  acquired  from  SBCs,  not  to  ex¬ 
ceed  the  amount  of  reserve  established 
therefor  in  this  account. 

Credit: 

(a)  With  amount  of  such  reserve 
established. 

(b)  With  amount  of  increases  in  such 
reserve. 

Note:  When  warrants,  options,  and  other 
stock  rights  acquired  from  SBCs  are  sold  by 
the  company  or  disposed  of  otherwise,  cash 
or  other  appropriate  asset  account  will  be 
debited  for  the  amount  received,  this  ac¬ 
count  will  be  debited  for  the  amount  of  the 
reserve  established  therein  for  such  war¬ 
rants,  options,  and  other  stock  rights  ac¬ 
quired  from  SBCs,  and  the  appropriate  in¬ 
vestment  account  will  be  credited  for  the  re¬ 
lated  cost  value  carried  therein.  If  there  is 
no  loss,  or  if  it  is  less  than  the  amotmt  re¬ 
served  for  loss  on  the  stock  rights  disposed 
of,  the  excess  portion  of  the  amount  re¬ 
served  will  be  credited  to  account  No.  676. 
If  a  gain  over  cost  is  realized,  such  gain  will 
be  credited  to  account  No.  577.  If  a  loss  in 
relation  to  cost  is  sustained  which  is  in 
excess  of  the  amount  reserved  therefor,  that 
portion  above  the  amount  of  the  reserve  pro¬ 
vided  will  be  debited  to  account  No.  707. 

(See  account  No.  199) 

395  Allowance  for  losses  on  assets  ac¬ 
quired  in  liquidation  of  loans  and 
debt  securities. 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  estimated  losses 
on  assets  acquired  in  liquidation  of  loans 
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(Section  305)  and  debt  securities  (Sec¬ 
tion  304),  and  should  be  maintained  in 
an  amount  not  less  than  a  conservative 
estimate  of  probable  losses.  This  valua¬ 
tion  reserve  will  be  adjusted  as  occasion 
demands,  so  that  this  account  will  reflect 
the  best  available  estimate  of  probable 
losses  on  assets  acquired  in  liquidation 
of  loans  and  debt  securities. 

Debit: 

(a)  With  amoimt  of  decreases  in  such 
reserve. 

(b)  With  amount  of  reserve  estab¬ 
lished  in  this  account  for  assets  acquired 
in  liquidation  of  loans  and  debt  securities 
which  are  written  off,  sold,  or  disposed  of 
otherwise  (contra  credit  for  any  portion 
representing  an  excess  over  losses  actu¬ 
ally  incurred  will  be  made  to  accoimt  No. 
675). 

(c)  With  amoimt  of  write-down  of 
such  assets  acquired  in  liquidation  of 
loans  and  debt  securities,  not  to  exceed 
the  amount  of  reserve  established  there¬ 
for  in  this  account. 

Credit: 

(a)  With  amount  of  such  reserve  es¬ 
tablished. 

(b)  With  amount  of  increases  in  such 
reserve. 

Note:  When  assets  acquired  In  liquida¬ 
tion  of  loans  and  debt  securities  are  sold  by 
the  company  or  disposed  of  otherwise,  cash 
or  other  appropriate  asset  account  will  be 
debited  for  the  amount  received,  this  ac¬ 
count  wUl  be  debited  for  the  amount  of 
the  reserve  established  therein  for  such  as¬ 
sets  acquired  in  liquidation  of  loans  and  debt 
securities,  and  account  No.  200  will  be 
credited  for  the  related  cost  value  carried 
therein.  If  there  is  no  loss,  or  it  is  less  than 
the  amount  reserved  for  loss  on  the  acquired 
assets  disposed  of,  the  excess  portion  of  the 
amount  reserved  will  be  credited  to  account 
No.  675.  If  a  gain  over  recorded  investment 
in  the  assets  acquired  in  liquidation  is  real¬ 
ized,  such  gain  will  be  credited  to  account 
No.  578.  If  a  loss  in  relation  to  recorded  in¬ 
vestment  value  is  sustained  which  is  in  ex¬ 
cess  of  the  amount  reserved  therefor,  that 
portion  above  the  amount  of  the  reserve  pro¬ 
vided  wUl  be  debited  to  account  No.  708. 

(See  account  No.  200) 

396  Allowance  for  uncollectible  amounts 
due  from  debtors  on  sale  of  assets 
acquired  in  liquidation  of  loans  and 
debt  securities. 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  estimated  losses 
of  amounts  due  from  debtors  on  sale  of 
assets  acquired  in  liquidation  oi  loans 
(Section  305)  and  debt  securities  (Sec¬ 
tion  304),  and  should  be  maintained  in 
an  amount  not  less  than  a  conservative 
estimate  of  probable  losses.  This  valua¬ 
tion  reserve  will  be  adjusted  upward  as 
conditions  make  advisable,  and  may  be 
adjusted  downward  if  circumstances 
justify  or  occasion  demands,  in  order  to 
reflect  the  true  value  of  such  amounts 
due  from  debtors  on  the  company’s  books. 

Debit: 

(a)  With  amount  of  decreases  in  such 
reserve. 

(b)  With  amount  due  from  debtors  on 
sale  of  assets  acquired  in  liquidation  of 
loans  and  debt  securities  written  off. 

Credit: 

(a)  With  amount  of  such  reserve  es¬ 
tablished. 

(b)  With  amount  of  increases  in  sudi 
reserve. 


(c)  With  amount  of  recoveries  on  such 
items  written  off. 

(See  accounts  Nos.  210  and  669) 

397  Accumulated  depreciation  on  furni¬ 
ture  and  equipment. 

This  account  will  represent  the  valu¬ 
ation  reserve  provided  for  depreciation 
of  furniture,  fixtures,  and  equipment  in¬ 
cluding  automobiles  owned  by  the  com¬ 
pany.  This  account  should  be  main¬ 
tained  in  an  amount  not  less  than  a  con¬ 
servative  estimate  of  the  expired  service 
life  of  such  assets  while  owned  by  the 
company. 

Debit: 

(a)  With  amount  of  depreciation  ac¬ 
cumulated,  when  such  an  asset  is  sold  or 
disposed  of  otherwise. 

Credit: 

(a)  At  the  end  of  each  month,  with 
the  monthly  amount  necessary  to  de¬ 
preciate  the  cost  of  such  assets  over  the 
estimated  service  life. 

(See  accounts  Nos.  230  and  656) 

398  Accumulated  depreciation  on  cor¬ 
porate  premises  owned — building. 

This  account  will  represent  the  valu¬ 
ation  reserve  provided  for  depreciation 
of  the  building  and  other  depreciable  im¬ 
provements  of  corporate  premises  owned 
and  used  as  the  company’s  office  quar¬ 
ters.  This  account  should  be  main¬ 
tained  in  an  amount  not  less  than  a  con¬ 
servative  estimate  of  the  expired  service 
life  of  such  building  and  improvements 
while  owned  by  the  company. 

Debit: 

(a)  With  amount  of  depreciation  ac¬ 
cumulated,  when  such  an  asset  is  sold  or 
disposed  of  otherwise. 

Credit: 

(a)  At  the  end  of  each  month,  with 
the  monthly  amount  necessary  to  depre¬ 
ciate  the  cost  of  such  assets  over  the  esti¬ 
mated  service  life. 

(See  accoimts  Nos.  241  and  655) 

399  Accumulated  depreciation  on  assets 
acquired  in  liquidation  of  loans  and 
debt  securities. 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  depreciation  of 
depreciable  property  acquired  by  fore¬ 
closure,  or  otherwise,  in  liquidation  of 
loans  (Section  305)  and  debt  securities 
(Section  304).  This  account  diould  be 
maintained  in  an  amount  not  less  than  a 
conservative  estimate  of  the  expired 
service  life  of  such  property  while  owned 
by  the  company. 

Debit: 

(a)  With  amount  of  depreciation  ac¬ 
cumulated,  when  such  an  asset  is  sold  or 
disposed  of  otherwise. 

Credit: 

(a)  At  the  end  of  each  month,  with 
the  monthly  amount  necessary  to  depre¬ 
ciate  the  cost  of  such  assets  over  the 
estimated  service  life. 

(See  accounts  Nos.  200  and  710) 

CAPITAL  STOCK  AND  SURPLUS 
ACCOUNTS 

408—404  _ _  capital  stock 

(Type  and  class) 
authorized. 

These  accounts  will  represent  the  total 
par  or  stated  value  of  the  capital  stock 


authorized,  as  provided  for  in  the  com¬ 
pany’s  charter.  A  separate  accoimt 
should  be  provided  for  each  tjrpe  and 
class  of  capital  stock  authorized. 

Debit: 

(a)  With  amount  of  reductions  of 
such  capital  stock  authorized. 

Credit: 

(a)  With  original  amount  of  such 
capital  stock  authorized. 

(b)  With  additional  amounts  of  such 
capital  stock  authorized. 

(See  accounts  Nos.  405-409) 

405—409  _ unissued  capital 

(Type  and  class) 

stock. 

These  accounts  will  represent  the  total 
par  or  stated  value  of  unissued  capital 
stock  of  the  company.  A  separate  ac¬ 
count  should  be  provided  for  each  type 
and  class  of  unissued  capital  stock. 
Debit: 

(a)  With  original  amount  of  such  un¬ 
issued  capital  stock,  as  provided  for  in 
the  company’s  charter. 

(b)  With  additional  amounts  of  such 
unissued  capital  stock  authorized. 

(c)  With  par  or  stated  value  of  capi¬ 
tal  stock  retired. 

Credit: 

(a)  With  amount  of  such  capital  stock 
issued  (contra  debit  will  be  made  to  ac¬ 
counts  Nos.  410-412) . 

(b)  With  amount  of  reductions  of  cap¬ 
ital  stock  authorized. 

(See  accounts  Nos.  400-404) 

410—412  _ capital  stock 

(Type  and  class) 
subscribed. 

Hiese  accounts  will  represent  the  total 
amount  at  the  subscription  price  of  the 
company’s  capital  stock  subscribed.  A 
separate  account  should  be  provided  for 
each  type  and  class  of  capital  stock  sub¬ 
scribed.  These  accounts  will  reflect  the 
company’s  responsibility  to  issue  shares 
of  its  stock  to  subscribers  who  have  made 
flnal  payment  of  their  capital  stock 
subscriptions. 

Debit: 

(a)  With  amount  at  the  subscription 
price  of  such  subscribed  capital  stock 
Issued  (contra  credits  will  be  made  to 
accounts  Nos.  405-409  and,  as  appro¬ 
priate,  No.  420). 

(b)  With  amount  at  the  subscription 
price  of  such  subscribed  capital  stock 
cancelled  or  disposed  of  otherwise. 

Credit: 

(a)  With  amount  at  the  subscription 
price  of  such  capital  stock  subscribe. 

(See  accounts  Nos.  250-252) 

415—419  Treasury  stock — _ . 

(Type  and  class) 

These  accounts  will  represent  the 
total  sunount  of  the  company’s  issued 
capital  stock  which  has  been  reacquired 
through  purchase  or  donation  and  has 
not  been  retired.  A  separate  account 
should  be  provided  for  each  type  and 
class  of  such  capital  stock  heM  by  the 
company. 

Debit: 

(a)  With  cost  of  such  capital  stock 
acquired  through  purchase. 

(b)  With  amount  of  fair  market  value 
or  par  value  of  such  capital  stock  ac- 
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quired  through  donation  (contra  credit 
will  be  made  to  account  No.  420). 

Credit: 

(a)  With  cost  of  such  capital  stock 
acquired  through  purchase,  when  sold 
or  disposed  of  otherwise. 

(b)  With  amount  of  fair  market  value 
or  par  value  of  such  capital  stock  ac¬ 
quired  through  donation,  when  sold  or 
disposed  of  otherwise. 

Note:  Appropriate  subsidiary  records 
sbould  be  maintained  as  deemed  necessary. 

420  Paid-in  surplus. 

This  account  will  represent  the 
amount  of  surplus  arising  from  (1)  sales 
Initially  of  the  company’s  capital  stock 
at  a  price  in  excess  of  par  value  (includ¬ 
ing  amounts  transferred  from  capital 
stock  subscribed  at  a  price  above  par, 
when  shares  are  issued) ;  (2)  donations 
to  the  company  of  its  issued  capital  stock 
carried  as  treasury  stock  at  fair  market 
value  or  par  value;  (3)  retirements  of 
capital  stock  purchased  at  less  than 
the  par  value  thereof;  (4)  sales  of  treas¬ 
ury  stock  in  excess  of  its  carrying  value 
on  the  books  of  the  company;  (5)  dona¬ 
tions  or  gifts  to  the  comp>any  of  assets 
carried  at  not  in  excess  of  fair  market 
value;  (6)  other  capital  equity  trans¬ 
actions  with  stockholders. 

Debit: 

(a)  With  amount  of  loss  on  treasury 
stock  sold  which  was  acquired  through 
pmchase,  but  not  to  exce^  the  total  of 
credits  residing  in  this  account  relating 
to  previous  gains  on  treasury  stock  sold 
or  retirement  of  capital  stock  at  amounts 
less  than  the  amounts  previously  paid 
in  with  respect  thereto  (any  amount  of 
loss  in  excess  of  the  total  of  such  credits 
will  be  charged  to  retained  earnings,  ac¬ 
counts  Nos.  425  and  426  as  appropriate) . 

(b)  With  amount  received  by  the  com¬ 
pany  below  fair  market  value,  or  par 
value,  whichever  applicable,  for  treasury 
stock  sold  which  was  acquired  through 
donation. 

(c)  With  amount  paid  by  the  company 
in  excess  of  par  value,  but  not  to  exceed 
the  premium  received  initially,  for  shares 
of  capital  stock  retired  (any  amoimt  paid 
in  excess  of  par  plus  initial  premium  re¬ 
ceived  will  be  charged  to  retained  earn¬ 
ings,  accounts  Nos.  425  and  426  as  ap¬ 
propriate)  . 

Credit: 

(a)  With  amount  paid  in  (including 
stock  dividends  from  retained  earnings) , 
or  transferred  from  capital  stock  sub¬ 
scribed,  representing  the  excess  (after 
deduction  of  imderwriters’  .fees  and  com¬ 
missions)  over  par  value  of  the  com¬ 
pany’s  capital  stock,  when  shares  are 
Issued. 

(b)  With  amount  of  fair  market  value 
or  par  value  of  the  <X)mpany’s  capital 
stock  acquired  through  donation. 

(c)  With  amount  of  discount  below  par 
value  of  the  company’s  capital  stock  ac¬ 
quired  through  purchase,  when  such 
stock  is  retired. 

(d)  With  amount  received  by  the  com¬ 
pany  in  excess  of  cost,  or  in  excess  of  fair 
market  value  or  par  value,  whichever 
applicable,  for  treasury  stock  sold. 

(e)  With  amount  not  to  exceed  fair 
market  value  of  donations  or  gifts  of 
assets  to  the  (x>mpany. 


425  Retained  earnings  from  net  income. 

This  account  will  represent  the  ac- 
cxunulated  balance  of  the  company’s  un¬ 
distributed  net  income  since  incorpora¬ 
tion. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
any  debit  balance  reflected  in  the  profit 
and  loss  summary  account. 

(b)  With  amount  of  dividends,  other 
than  stock  dividends,  declared  payable 
out  of  retained  earnings  from  net  in¬ 
come  by  the  company’s  Board  of  Di¬ 
rectors. 

(c)  With  amount  of  stock  dividends, 
at  a  per  share  value  representing  the 
higher  of  fair  value  or  the  average 
paid-in  capital  per  share  existing 
at  the  time  that  the  dividend  is  de¬ 
clared  (par  or  stated  value  of  capital 
stock  issued  plus  paid-in  surplus  divided 
by  the  niunber  of  shares  of  capital  stock 
issued),  which  are  declared  payable  out 
of  retained  earnings  from  net  income  by 
the  company’s  Board  of  Directors. 

(d)  With  appropriate  amount  of  loss 
on  treasury  stock  sold  which  was  ac¬ 
quired  through  purchase,  representing 
the  excess  of  such  loss  over  the  total  of 
credits  residing  in  paid-in  sxirplus,  ac¬ 
count  No.  420,  relating  to  previous  gains 
on  treasury  stock  sold  or  retirement  of 
capital  stock  at  amounts  less  than  the 
amounts  previously  paid  in  with  respect 
thereto. 

(e)  With  appropriate  amoimt  paid  by 
the  company  in  excess  of  par  plus  initial 
premium  received  on  the  t3q>e  and  class 
of  shares  of  capital  stock  retired. 

(f)  With  amounts  transferred  to  ap¬ 
propriated  retained  earnings  upon  ap¬ 
proval  by  the  Board  of  Directors. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  credit  balance  of  the  profit  and  loss 
summary  account. 

(b)  With  amounts  returned  from  ap¬ 
propriated  retained  earnings. 

(See  accoimt  No.  427) 

426  Retained  earnings  from  net  real¬ 
ized  gain  on  investments. 

This  accoimt  will  represent  the  ac¬ 
cumulated  balance  of  the  company’s  un¬ 
distributed  net  realized  gain  on  invest¬ 
ments  since  Incorporation. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
any  debit  balance  refiected  in  the  realized 
gain  and  loss  summary  account. 

(b)  With  amount  of  dividends,  other 
than  stock  dividends,  declared  payable 
out  of  retained  earnings  from  net  re¬ 
alized  gain  on  investments  by  the  com¬ 
pany’s  Board  of  Directors. 

(c)  With  amount  of  stock  dividends, 
at  a  per  share  value  representing  the 
higher  of  fair  value  or  the  average 
paid-in  capital  per  share  existing  at 
the  time  that  the  dividend  is  de¬ 
clared  (par  or  stated  value  of  capital 
stock  issued  plus  paid-in  surplus  divided 
by  the  number  of  shares  of  capital  stock 
issued) ,  which  are  declared  payable  out 
of  retained  earnings  from  net  realized 
gain  on  investments  by  the  company’s 
Board  of  Directors. 

(d)  With  appropriate  amount  of  loss 
on  treasury  stock  sold  which  was  ac¬ 
quired  through  purchase,  representing 


the  excess  of  such  loss  over  the  total  of 
credits  residing  in  paid-in  surplus,  ac¬ 
count  No.  420,  relating  to  previous  gains 
on  treasury  stock  sold  or  retirement  of 
capital  stock  at  amounts  less  than  the 
amounts  previously  paid  in  with  respect 
thereto. 

(e)  With  appropriate  amount  paid  by 
the  company  in  excess  of  par  plus  initial 
premium  received  on  the  tsrpe  and  class 
of  shares  of  capital  stock  retired. 

(f)  With  amounts  transferred  to  ap¬ 
propriated  retained  earnings  upon  ap¬ 
proval  by  the  Board  of  Directors. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  credit  balance  of  the  realized  gain 
and  loss  summary  account. 

(b)  With  amount  returned  from  ap¬ 
propriated  retained  earnings. 

(See  account  No.  427) 

427  .Appropriated  retained  earnings. 

This  account  will  represent  the  amount 
of  retained  earnings  restricted  from  divi¬ 
dend  distribution  and  thus  earmarked 
for  some  future  purpose,  such  as  the 
retirement  of  del^ntures  payable,  the 
acquisition  of  treasury  stock,  etc. 

Debit: 

(a)  With  amounts  returned  to  the  ap¬ 
propriated  retained  earnings  account 
after  purpose  has  been  served. 

Credit: 

(a)  With  amounts  transferred  from 
retained  earnings  upon  approval  by  the 
Board  of  Directors. 

(See  accounts  Nos.  425  and  426) 

429  Profit  and  loss  summary. 

This  account  will  be  used  as  a  clearing 
account  through  which  all  income  and 
expense  accounts  on  the  books  of  the 
company  will  be  closed. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  debit  balances  of  all  expense  and  in¬ 
come  accounts. 

(b)  At  the  end  of  the  fiscal  year,  with 
the  credit  balance  of  the  account  (trans¬ 
fer  to  retained  earnings  from  net  in¬ 
come)  . 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  credit  balances  of  all  income  and 
expense  accounts. 

(b)  At  the  end  of  the  fiscal  year,  with 
the  debit  balance  of  the  account  (trans¬ 
fer  to  retained  earnings  from  net  in¬ 
come)  . 

(See  account  No.  425) 

430  Realized  gain  and  loss  summary. 

This  account  will  be  used  as  a  clear¬ 
ing  account  through  which  all  accoimts 
for  realized  gains  and  losses  on  invest¬ 
ments  on  the  books  of  the  company  vill 
be  closed. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balances  of  all  accounts  for  losses 
on  investments. 

(b)  At  the  end  of  the  fiscal  year,  with 
the  credit  balance  of  the  account  (trans¬ 
fer  to  retained  earnings  from  net  real¬ 
ized  gain  on  investments) . 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balances  of  all  accounts  for  gains  on 
investments. 
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(b)  At  the  end  of  the  fiscal  year,  with 
the  debit  balance  of  the  acco\int  (trans¬ 
fer  to  retained  earnings  from  net  real¬ 
ized  gain  on  investments) . 

(See  account  No.  426) 

INCOME  ACCOUNTS 

500  CommiUnent  income. 

This  account  will  represent  the  amotmt 
of  income  earned  during  the  month  on 
commitments  to  small  business  concerns 
for  loans  (Section  305)  and  equity  secu¬ 
rities  (Section  304).  This  accoimt,  on 
the  books  of  the  “participating”  com¬ 
pany,  will  include  the  amoimt  of  com¬ 
mitment  income  during  the  month  on 
deferred  participations. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  With  amount  of  income  earned 
during  the  month  on  commitments  and 
deferred  participations. 

Note  1:  A  deferred  participation  Is  defined 
as  a  commitment  under  a  participation 
agreement  whereby  the  “participating” 
company  wiU  make  funds  available  on  a 
deferred  basis  to  the  “initiating”  company 
In  connection  with  the  latter’s  financing  of, 
or  commitment  to  finance,  a  small  business 
concern,  or  in  connection  with  an  “initi¬ 
ating”  small  business  investment  company’s 
acquisition  of  loans  or  equity  securities  from 
other  such  companies. 

Note  2:  Recording  as  income  in  this  ac¬ 
count  of  accrued  commitment  fees  receivable 
should  be  discontinued  with  respect  to  any 
small  business  concern  which  is  in  bank¬ 
ruptcy,  or  on  the  verge  thereof,  or  otherwise 
considered  to  be  Insolvent.  ’The  amounts  in 
question  should  be  credited  as  deferred  in¬ 
come  in  account  No.  386.1 — Other  liabili¬ 
ties — general,  pending  determination  of  the 
appropriate  accounting.  In  less  serlotis 
situations,  when  the  smaU  business  con¬ 
cern  has  not  earned  the  amount  of  accrued 
commitment  fees,  or  the  fair  value  of  its 
debt  or  equity  instruments  held  by  the  com¬ 
pany,  as  determined  by  the  Board  of  Di¬ 
rectors.  is  less  than  cost,  or  recovery  thereon 
is  doubtful,  an  addition  to  the  allowance 
for  uncollectible  notes  and  accounts  receiv¬ 
able  should  be  made  in  an  amount  equiva¬ 
lent  to  the  accrued  commitment  fees  taken 
into  income  in  this  account,  or,  as  an  al¬ 
ternative,  the  commitment  Income  should 
be  deferred  in  account  No.  386.1  as  above 
indicated. 

504  Interest  on  time  deposits. 

This  account  will  represent  the 
amount  of  interest  earned  during  the 
month  on  time  deposits  in  banks  which 
are  members  of  the  Federal  Deposit  In¬ 
surance  Corporation. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  At  the  end  of  each  month,  with 
amount  of  interest  earned  during  the 
month  on  time  deposits  existing  on  that 
date. 

(b)  With  amount  of  interest  earned 
during  the  month  on  time  deposits  with¬ 
drawn  during  the  month. 


510  Interest  on  U.S.  Government  securi¬ 
ties. 

This  account  will  represent  the  amoimt 
of  interest  earned  during  the  month  on 
United  States  Government  obligations, 
direct  and  fully  guaranteed,  owned  by 
the  company. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  At  the  end  of  each  month,  with 
amount  of  interest  earned  during  the 
month  on  securities  owned  on  that  date. 

(b)  With  amount  of  interest  earned 
during  the  month  on  securities  disposed 
of  during  the  month. 

(See  accounts  Nos.  130  and  160) 

511  Income  from  insured  savings  ac¬ 
counts. 

This  account  will  represent  the  amount 
of  income  earned  during  the  month  on 
funds  of  the  company  in  insured  savings 
accounts  in  institutions  the  accounts  of 
which  are  insured  by  the  Federal  Savings 
and  Loan  Insurance  Corporation. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  At  the  end  of  each  month,  with 
amount  of  income  earned  during  the 
month  on  funds  in  insured  savings  ac¬ 
counts  on  that  date. 

(b)  With  income  earned  during  the 
month  on  funds  withdrawn  from  insured 
savings  accounts  during  the  month. 

512  Interest  on  loans. 

This  accoimt  will  represent  the  amount 
of  Interest  earned  during  the  month  on 
loans  (Section  305)  to  small  business 
concerns. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  At  the  end  of  each  month,  with 
amount  of  interest  earned  during  the 
month  on  loans  outstanding  to  small 
business  concerns  on  that  date. 

(b)  With  amount  of  interest  earned 
during  the  month  on  loans  to  small  busi¬ 
ness  concerns  paid  in  full  during  the 
month. 

Note  :  Accrual  of  Interest  receivable  should 
be  discontinued  with  respect  to  any  loan  to 
a  smaU  business  concern  which  Is  In  bank¬ 
ruptcy,  or  on  the  verge  thereof,  or  otherwise 
considered  to  be  insolvent.  Any  Interest 
payments  received  from  such  a  debtor  should 
not  be  credited  to  this  account  as  interest 
Income,  but  should  be  either  credited  as  pay¬ 
ments  on  principal  of  the  debt  or  credited 
as  deferred  income  in  account  No.  386.1 — 
Other  liabilities — general,  pending  determi¬ 
nation  of  the  appropriate  accounting.  In 
less  serious  situations,  when  Interest  re¬ 
ceivable  Is  accrued  under  circumstances  in 
which  the  financed  smaU  business  concern 
has  not  earned  the  amount  thereof,  or  the 
fair  value  of  the  loan  as  determined  In  good 
faith  by  the  board  of  directors  Is  less  than 
cost,  or  recovery  thereon  is  doubtful,  an  addi¬ 
tion  to  the  allowance  for  uncollectible  inter¬ 
est  receivable  should  be  made  in  an  amount 


equivalent  to  the  accrued  Interest  receivable 
taken  Into  Income  In  this  accoimt,  or,  as  an 
alternative,  the  Interest  income  should  be 
deferred  In  account  No.  386.1  as  above 
indicated. 

(See  accounts  Nos.  160,  170,  and  382) 

514  Interest  on  funds  in  escrow  pending 
closing  of  financing. 

This  account  will  represent  the  amount 
of  interest  earned  during  the  month  on 
funds  in  escrow  pending  closing  of 
financing  for  small  business  concerns. 

Debit:  - 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  At  the  end  of  each  month,  with 
amount  of  Interest  earned  during  the 
period  on  funds  in  escrow  pending  clos¬ 
ing  of  such  financing  on  that  date. 

(b)  With  amount  of  interest  earned 
during  the  month  on  funds  in  escrow 
pending  closing,  when  related  financing 
was  closed  during  the  month. 

(See  accounts  Nos.  160  and  179) 

516  Interest  on  debt  securities. 

This  account  will  represent  the  amount 
of  interest  earned  during  the  month  on 
debt  securities  of  small  business  concerns 
owned  by  the  company  pursuant  to  Sec¬ 
tion  304  of  the  Small  Business  Invest¬ 
ment  Act  of  1958,  as  amended. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  At  the  end  of  each  month,  with 
amount  of  interest  earned  duriiig  the 
period  on  such  debt  securities  owned  on 
that  date. 

(b)  With  amount  of  interest  earned 
during  the  month  on  such  debt  securities 
paid  in  full  or  converted  to  capital  stock 
during  the  month. 

Note:  Accrual  of  Interest  receivable  should 
be  discontinued  with  respect  to  any  debt  se¬ 
curity  of  a  small  business  concern  which  is 
In  bankruptcy,  or  on  the  verge  thereof,  or 
otherwise  considered  to  be  Insolvent.  Any 
Interest  payments  received  from  such  a  debt¬ 
or  should  not  be  credited  to  this  account  as 
Interest  income,  but  should  be  either  credited 
as  payments  on  principal  of  the  debt  or 
credited  as  deferred  Income  in  account  No. 
386.1 — Other  liabilities — general,  pending  de¬ 
termination  of  the  appropriate  accounting. 
In  less  serious  situations,  when  interest  re¬ 
ceivable  is  accrued  under  circumstances  in 
which  the  financed  smaU  business  concern 
has  not  earned  the  amount  thereof,  or  the 
fair  value  of  the  debt  security  as  determined 
in  good  faith  by  the  board  of  directors  is  less 
than  cost,  or  recovery  thereon  Is  doubtful,  an 
addition  to  the  allowance  for  uncollectible 
interest  receivable  should  be  made  in  an 
amount  equivalent  to  the  accrued  interest 
receivable  taken  into  income  in  this  account, 
or,  as  an  alternative,  the  interest  Income 
should  be  deferred  in  a<»:ount  No.  386.1  as 
above  indicated. 

(See  accounts  Nos.  160, 180, 184,  and  384) 

518  Interest  on  amonnts  due  from  debt¬ 
ors  on  sale  of  assets  acquired  in  liqui¬ 
dation  of  loans  and  debt  securities. 

This  account  will  represent  the  amount 
of  interest  earned  during  the  month  on 
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amounts  due  from  debtors  on  sale  of 
assets  acquired  in  liquidation  of  loans 
(Section  305)  and  debt  securities  (Sec¬ 
tion  304). 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  At  the  end  of  each  month,  with 
amount  of  interest  earned  during  the 
period  on  amoimts  due  from  debtors  on 
sale  of  assets  acquired  in  liquidation  of 
loans  and  debt  securities  on  that  date. 

(b)  With  amount  of  interest  earned 
during  the  month  on  amounts  due  from 
debtors  on  sale  of  assets  acquired  in  liq¬ 
uidation  of  loans  and  debt  securities 
paid  in  full  or  converted  to  capital  stock 
during  the  month. 

Note:  Accrual  of  interest  receivable  on 
amounts  due  from  debtors  on  sale  of  assets 
acquired  In  Uquidatlon  of  loans  and  debt 
securities  should  be  discontinued  If  the  debt¬ 
or  is  in  bankruptcy,  or  on  the  verge  thereof, 
or  otherwise  considered  to  be  Insolvent.  Any 
interest  payments  received  from  such  a  debt¬ 
or  should  not  be  credited  to  this  account  as 
Interest  Income,  but  should  be  either  credited 
as  payments  on  principal  of  the  debt  or 
credited  as  deferred  income  In  account  No. 
386.1 — Other  liabilities — general,  pending  de¬ 
termination  of  the  appropriate  accounting. 
In  less  serious  situations,  when  interest  re¬ 
ceivable  is  accrued  under  clrciunstances  in 
which  recovery  on  the  principal  of  the  debt  is 
doubtful,  an  addition  to  the  allowance  for 
uncollectible  Interest  receivable  should  be 
made  in  an  amount  equivalent  to  the  accrued 
interest  receivable  taken  into  income  in  this 
account,  or,  as  an  alternative,  the  interest 
income  should  be  deferred  in  account  No. 
386.1  as  above  indicated. 

(See  accounts  Nos.  160  and  210) 

320  Interest  income— other. 

This  account  will  represent  the  amount 
of  interest  earned  during  the  month  on 
miscellaneous  notes  receivable.  Interest 
earned  during  the  month  on  notes  repre¬ 
senting  amounts  due  from  debtors  on 
sale  of  assets  acquired  in  liquidation  of 
loans  and  debt  securities  will  be  refiected 
in  account  No.  518.  This  account,  how¬ 
ever,  will  include  interest  earned  on  in¬ 
terest-bearing  receivables  not  otherwise 
classified. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  accoimt  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  At  the  end  of  each  month,  with 
amount  of  interest  earned  during  the 
period  on  such  receivables  on  that  date. 

(b)  With  amount  of  interest  earned 
during  the  month  on  such  receivables 
paid  in  full  during  the  month. 

(See  accoimts  Nos.  140  and  160) 

330  Compensation  income — participa¬ 
tions  sold. 

This  account,  on  the  books  of  the  “ini¬ 
tiating”  company,  will  represent  the 
amount  of  compensation  earned  during 
the  month  for  financial  services  rendered 
in  connection  with  participations  sold. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary). 

Credit: 


(a)  With  amount  of  such  compensa¬ 
tion  Income. 

(See  accoimt  No.  154) 

532  Advisory  and  consulting  service 
fees. 

This  account  will  represent  the  amount 
of  fees  charged  during  the  month  for 
advisory,  consulting,  and  related  services 
rendered  to  small  business  concerns  pur¬ 
suant  to  Section  308(b)  of  the  Small 
Business  Investment  Act  of  1958,  as 
amended. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  With  amount  of  such  fees  charged. 

Note:  Recording  as  Income  in  this  accoimt 
of  accrued  advisory  and  consulting  service 
fees  receivable  should  be  discontinued  with 
respect  to  any  small  business  concern  which 
is  in  bankruptcy,  or  on  the  verge  thereof,  or 
otherwise  considered  to  be  insolvent.  The 
amounts  in  question  should  be  credited  as 
deferred  Income  in  account  No.  388.1 — Other 
liabilities — general,  pending  determination 
of  the  appropriate  accounting.  In  less  se¬ 
rious  situations,  when  the  small  business 
concern  has  not  earned  the  amount  of  ac¬ 
crued  advisory  and  consulting  service  fees,  or 
the  fair  value  of  its  debt  or  equity  instru¬ 
ments  held  by  the  company,  as  determined 
by  the  Board  of  Directors,  is  less  than  cost, 
or  recovery  thereon  is  doubtful,  an  addi¬ 
tion  to  the  aUowance  for  imcollectible  notes 
and  accounts  receivable  should  be  made  in 
an  amount  equivalent  to  the  accrued  ad¬ 
visory  and  consulting  service  fees  taken  into 
income  in  this  account,  or,  as  an  alternative, 
the  advisory  and  consulting  service  income 
should  be  deferred  in  accoimt  No.  386.1  as 
above  Indicated. 

534  Appraisal  and  investigation  fees. 

This  account  will  represent  the  amount 
of  fees  charged  during  the  month  for 
appraisal,  investigation,  and  related 
services  rendered  to  banks  or  other 
lenders  or  investors,  pursuant  to  Section 
308(a)  of  the  Small  Business  Invest¬ 
ment  Act  of  1958,  as  amended.  The 
account  will  exclude  compensation  for 
financial  services  rendered  in  connection 
with  participations  sold  (see  account 
No.  530). 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  With  amount  of  such  fees  charged. 
536  Miscellaneous  fees. 

This  account  will  represent  the  amount 
of  fees  charged  during  the  month  for 
application,  appraisal,  investigation,  and 
related  serWces  rendered  to  small  busi¬ 
ness  concerns. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary). 

Credit: 

(a)  With  amount  of  such  fees  charged. 
(See  accounts  Nos.  382  and  384  and 
“Note”  of  accounts  Nos.  140,  150,  and 
532) 

540  Dividends  on  capital  stock  of  SBC^. 

This  account  will  represent  the  amount 
of  income  from  declared  dividends  on 
capital  stock  of  small  business  concerns. 


Debit: 

(a)  At  the  end  of  the  fiiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  With  amount  of  income  from  such 
dividends. 

(See  “Note”  of  accounts  Nos.  140,  150, 
and  532) 

541  Sharings  in  income  of  SBCs. 

This  account  will  represent  the  amount 
of  sharings  or  participations  in  the  in¬ 
come  of  small  business  concerns  from 
which  the  company  has  acquired  debt 
securities  (Section  304) . 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  With  amount  of  such  sharings. 

(See  “Note”  of  accounts  Nos.  140,  150, 
and  532) 

550  Amortization  of  premium  on  deben¬ 
tures  payable. 

This  account  will  represent  the  amount 
of  amortization  of  premium  on  unma¬ 
tured  outstanding  debentures  payable  is¬ 
sued  by  the  company. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  accoimt  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  At  the  end  of  each  month,  with 
the  monthly  amount  necessary  to  amor¬ 
tize  the  premium  over  the  life  of  such 
debentures. 

(b)  With  the  unamortized  portion  of 
premium  applicable  to  such  debentures 
purchased  and  retired  prior  to  maturity. 

(c)  When  such  debentures  mature 
during  the  month,  with  the  amount  of 
premium  applicable  to  the  portion  of  the 
month  the  debentures  were  outstanding. 

(See  account  No.  380) 

560  Cain  on  debentures  purchased  and 
retired. 

This  account  will  represent  the  amount 
of  excess  of  (1)  the  par  value  of  deben¬ 
tures  payable  purchased  and  retired  plus 
unamortized  premium  and  minus  un¬ 
amortized  dlscoimt  in  connection  with 
such  debentures  over  (2)  the  cost  of  the 
principal  sum  of  such  debentures. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary). 

Credit: 

(a)  With  amount  of  such  gain  on  de¬ 
bentures  payable  purchased  and  retired 
during  the  month. 

(See  accounts  Nos.  224, 316, 318,  and  380) 
570  Gain  on  U.S.  Government  securities. 

This  account  will  represent  the  amount 
of  gain  on  the  sale  or  other  disposition  of 
United  States  Clovemment  obligations, 
direct  and  fully  guaranteed,  carried  in 
account  No.  130. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to 
realized  gain  and  loss  summary). 
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(a)  With  amount  of  gain  on  such 
securities  sold  or  disposed  of  otherwise. 

Note:  Increase  In  value  over  cost  of  United 
States  Treasury  bills,  which  are  Issued  at  a 
discount  and  are  noninterest  bearing,  will 
not  be  reflected  In  this  account  but  will  be 
credited  at  the  end  of  each  month  to  accoimt 
No.  510 — ^Interest  on  U.S.  Government  securi¬ 
ties,  with  concurrent  debit  to  account  No. 
160 — Accrued  Interest  receivable. 

572  Gain  on  debt  serurities  (Section 
304). 

This  account  will  represent  the  amount 
of  gain  on  the  sale  or  other  disposition 
of  debt  securities  (Section  304)  of  small 
business  concerns  carried  in  accounts 
Nos.  180  and  184. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  real¬ 
ized  gain  and  loss  summary) . 

Credit: 

(a)  With  amount  of  gain  on  such  debt 
securities  sold  or  disposed  of  otherwise. 

(See  account  No.  386.2) 

574  Recoveries  on  asset  losses  charged  to 
loss  accounts. 

This  account  will  represent  the  amount 
of  recoveries  on  losses  sustained  through 
write-down,  or  sale  or  other  disposition 
of  assets  for  which  direct  charges  to  loss 
accoimts  have  been  recorded. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary  and  realized  gain  and 
loss  summary,  as  appropriate,  on  the 
basis  of  analysis  of  this  account) . 

Credit: 

(a)  With  amount  collected  on  such 
items  written  off. 

(See  accounts  Nos.  702,  706,  707,  708, 
and  709) 

576  Gain  on  capital  stock  of  SBCs. 

This  account  will  represent  the  amoxmt 
of  gain  on  the  sale  or  other  disposition  of 
capital  stock  of  small  business  concerns 
carried  in  accoimts  Nos.  190, 194,  and  198. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  real¬ 
ized  gain  and  loss  summary) . 

Credit: 

(a)  With  amount  of  gain  on  such 
capital  stock  sold  or  disposed  of  other¬ 
wise. 

(See  account  No.  386.2) 

577  Gain  on  warrants,  options,  and  other 
stock  rights  acquired  from  SBCs. 

This  account  will  represent  the  amount 
of  gain  on  the  sale  or  other  disposition 
of  warrants,  options,  and  other  stock 
rights  acquired  from  SBCs. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  real¬ 
ized  gain  and  loss  summary) . 

Credit: 

(a)  With  amount  of  gain  on  such  war¬ 
rants,  options,  and  other  stock  rights 
acquired  from  SBCs  sold  or  disposed  of 
otherwise. 


(See  accounts  Nos.  199,  386.2,  and  mem¬ 
orandum  record  No.  NA-10) 

578  Gain  on  assets  acquired  in  liquida¬ 
tion  of  loans  and  debt  securities. 

This  account  will  represent  the  amount 
of  gain  on  the  sale  or  other  disposition  of 
assets  acquired  in  liquidation  of  loans 
(Section  305)  and  debt  securities  (Sec¬ 
tion  304)  of  small  business  concerns  car¬ 
ried  in  account  No.  200. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  real¬ 
ized  gain  and  loss  summary) . 

Credit: 

(a)  With  amount  of  gain  on  such  as¬ 
sets  acquired  in  liquidation  of  loans  and 
debt  securities  sbld  or  disposed  of  other¬ 
wise. 

(See  account  No.  386.2) 

579  Gain  on  other  assets. 

This  account  will  represent  the  amount 
of  gain  on  the  sale  or  other  disposition 
of  assets  not  specifically  provided  for  in 
other  accounts. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  With  amount  of  gain  on  such  as¬ 
sets  sold  or  disposed  of  otherwise. 

(See  account  No.  386.2) 

580  Rental  income. 

This  account  will  represent  the  income 
earned  during  the  month  from  the  leas¬ 
ing  or  renting  to  others  of  portions  of 
corporate  premises  owned. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  With  amount  of  income  earned 
during  the  month. 

582  Income  from  assets  acquired  in  liq¬ 
uidation  of  loans  and  debt  securities. 

This  account  will  represent  the  amount 
of  income  earned  during  the  month  on 
assets  acquired  in  liquidation  of  loans 
(Section  305)  and  debt  securities  (Sec¬ 
tion  304),  including  the  operation  of 
properties,  carried  in  account  No.  200. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary). 

Credit: 

(a)  With  amount  of  such  income 
earned  during  the  month. 

Note:  In  Instances  when  a  liquidating 
agent  Is  employed  to  supervise  the  disposi¬ 
tion  of  the  assets,  appropriate  subsidiary  ac¬ 
counts  should  be  maintained  by  the  agent. 
Cash  collected  from  the  sale  of  assets  by  the 
liquidating  agent  should  be  remitted  im¬ 
mediately  to  the  company.  The  company 
should  maintain  a  local  depository  bank  ac¬ 
count,  in  which  all  receipts  of  the  agent  are 
deposited  when  direct  remittances  to  the 
company  are  not  feasible.  Deposit  balances 
in  this  account  should  be  subject  to  with¬ 
drawal  by  check  only  by  the  company  and 
should  be  reflected  on  the  company's  records 
in  the  same  manner  as  other  bank  accounts. 


Any  advances  to  a  liquidating  agent  for  ex¬ 
penses  incident  to  the  operation  of  or  in 
the  disposition  of  assets  acquired  in  the 
liquidation  of  loans  and  debt  securities 
should  be  charged  to  account  No.  220 — Pre¬ 
paid  expenses. 

584  Other  income. 

This  account  will  represent  the  income 
earned  during  the  month  not  specifically 
provided  for  in  other  accounts. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Credit: 

(a)  With  amount  of  such  income 
earned  during  the  month. 

EXPENSE  ACCOUNTS 

600  Commitment  expense. 

This  accoimt  will  represent  the  amount 
of  commitment  expense  during  the 
month  on  commitments  from  the  Small 
Business  Administration  and  on  com¬ 
mitments  from  lending  institutions  other 
than  the  Small  Business  Administration. 

On  the  books  of  the  “initiating”  com¬ 
pany,  this  account  also  will  include  the 
amount  of  commitment  expense  during 
the  month  on  deferred  participations. 

Debit: 

(a)  With  amount  of  expense  incurred 
during  the  month  on  commitments  and 
deferred  participations. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

Note:  A  deferred  participation  is  defined 
as  a  commitment  under  a  participation 
agreement  whereby  the  “participating”  com¬ 
pany  will  make  fimds  available  on  a  deferred 
basis  to  the  "initiating”  company  in  con¬ 
nection  with  the  latter’s  financing  of,  or 
commitment  to  finance,  a  small  business 
concern,  or  in  connection  with  an  “initiating” 
small  business  investment  company’s  acqui¬ 
sition  of  loans  or  equity  securities  of  other 
such  companies. 

(See  account  No.  342) 

610  Interest  on  notes  payable  to  SBA. 

This  account  will  represent  the 
amount  of  interest  expense  accrued  dur¬ 
ing  the  month  on  notes  payable  for  funds 
borrowed  from  the  Small  Business  Ad¬ 
ministration. 

Debit: 

(a)  With  amount  of  such  interest  ac¬ 
crued  during  the  month. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

(See  accounts  Nos.  300, 301,  and  350) 

614  Interest  on  debentures  payable, 
issued  to  SBA. 

This  account  will  represent  the  amount 
of  interest  expense  accrued  during  the 
month  on  subordinated  debentures  pay¬ 
able,  issued  to  the  Small  Business 
Administration. 

Debit: 

(a)  With  amount  of  such  Interest  ac¬ 
crued  during  the  month. 
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Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to 
profit  and  loss  summary) . 

(See  accounts  Nos.  302  and  350) 

618  Interest  on  loans  sold  with  recourse. 

This  account  will  represeRt  the  amount 
of  interest  expense  accrued  during  the 
month  on  loans  to  small  business  con¬ 
cerns  sold  to  individuals,  banks.  Insur¬ 
ance  companies,  or  other  financial  in¬ 
stitutions  with  recourse  upon  (xnnpany 
in  the  event  of  default. 

Debit: 

(a)  With  amount  of  such  interest  ac¬ 
crued  during  the  month. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

(See  accounts  Nos.  170  and  350) 

620  Interest  on  debt  securities  sold  with 
recourse. 

This  account  will  represent  the  amount 
of  interest  expense  accrued  during  the 
month  on  debt  securities  of  small  busi¬ 
ness  concerns  sold  to  individuals,  banks, 
insurance  companies,  or  other  financial 
institutions  with  recourse  upon  the  com¬ 
pany  in  the  event  of  default. 

Debit: 

(a)  With  amount  of  such  interest  ac¬ 
crued  during  the  month. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit - 
and  loss  summary) . 

(See  accoimts  Nos.  180, 184,  and  350) 

622  Interest  on  notes  payable  to  other 
than  SBA. 

This  accoimt  will  represent  the  amount 
of  Interest  expense  accrued  during  the 
month  on  notes  payable  for  funds  bor¬ 
rowed  from  other  than  the  Small  Busi¬ 
ness  Administration. 

Debit: 

(a)  With  amoimt  of  such  Interest  ac¬ 
crued  during  the  month. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

(See  accoimts  Nos.  315  and  350) 

624  Interest  on  debentures  payable,  is¬ 
sued  to  other  than  SBA. 

This  account  will  represent  the  amount 
of  interest  expense  accrued  during  the 
month  on  subordinated  and  unsubordi¬ 
nated  debentures  payable,  issued  to  other 
than  the  Small  Business  Administration. 

Debit: 

(a)  With  amount  of  such  Interest  ac¬ 
crued  during  the  month. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

(See  accounts  Nos.  316,  318,  and  350) 

626  Interest  on  mortgages  payable  for 
funds  borrowed. 

This  account  will  represent  the  amount 
of  Interest  expense  accrued  during  the 
month  on  mortgages  payable  for  funds 


borrowed  by  the  company,  carried  in 
account  No.  319.1. 

Debit: 

(a)  With  amount  of  such  Interest  ac¬ 
crued  during  the  month. 

Ci-edlt: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

(See  account  No.  350) 

628  Interest  expense— other. 

This  account  will  represent  the  amount 
of  interest  expense  accrued  during  the 
mdhth  on  obligations  of  the  company  not 
specifically  provided  for  in  other  ac¬ 
counts. 

Debit: 

(a)  With  amount  of  such  interest  ac¬ 
crued  during  the  month. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

(See  account  No.  350) 

630  Compensation  expense — participa¬ 
tions  purchased. 

This  account,  on  the  books  of  the  “par¬ 
ticipating”  company,  will  represent  the 
amount  of  compensation  expense  during 
the  month  for  financial  services  received 
from  “initiating”  companies  in  connec¬ 
tion  with  participations  purchased. 

Debit: 

(a)  With  amount  of  such  compensa¬ 
tion  expense. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

(See  account  No.  340) 

640  Debenture  and  fiscal  agent  expense. 

This  account  will  represent  the  amount 
of  (1)  charges  by  the  company’s  fiscal 
agent  for  services  rendered.  Including  re¬ 
imbursements  of  expenses  incurred  by 
the  fiscal  agent  on  behalf  of  the  com¬ 
pany,  and  (2)  expenses  directly  incident 
to  the  sale,  redemption,  and  servicing  of 
debentures  payable,  including  such  items 
as  commissions,  advertising  in  financial 
journals,  communications,  printing,  sta¬ 
tionery  and  supplies,  and  such  other  ex¬ 
penses  as  may  be  properly  charged  to 
the  sale,  redemption,  and  servicing  of 
debentures. 

Debit: 

(a)  With  amount  of  such  expenses  in¬ 
curred  during  the  month. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

642  Transfer  agent  and  registrar  ex¬ 
pense. 

This  account  will  represent  the  amount 
of  charges  to  the  company  by  the  trans¬ 
fer  agent  and  the  registrar  for  services 
rendered  in  connection  with  the  issuance 
and  transfer  of  the  company’s  capital 
stock. 

Debit: 

(a)  With  amount  of  such  expenses  in¬ 
curred  during  the  month. 


Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

650-679  Operating  expenses. 

The  accounts  imder  this  caption  will 
represent  the  amounts  of  operating  ex¬ 
penses  incurred. 

Debit  appropriate  account: 

(a)  With  amount  of  operating  ex¬ 
penses  incurred  during  the  month. 

Credit  appropriate  account: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  accoimt  (transfer  to  profit 
and  loss  summary) . 

650  Advertising  and  promotional  costs. 
This  account  will  represent  the  cost 

of  advertising  and  promoting  the  com¬ 
pany’s  services,  including  the  cost  of  en¬ 
tertaining  prospective  borrowers  and 
clients. 

651  Appraisal,  consulting,  and  engineer¬ 
ing  costs. 

This  account  will  represent  the  amount 
of  charges  made  by  outside  firms  and  in¬ 
dividuals  for  appraisal,  consulting,  and 
engineering  services  rendered  to  the  com¬ 
pany. 

652  Auditing  and  examination  costs. 

This  account  will  represent  the  amount 

of  charges  for  auditing,  examination, 
and  bookkeeping  services  rendered  by  ac¬ 
countants  not  on  the  company’s  payroll, 
and  charges  for  services  rendered  by  SBA 
examiners. 

653  Communications. 

This  account  will  Tepresent  telephone, 
telegraph,  and  postage  expense. 

654  Cost  of  space  occupied. 

This  account  will  represent  the  cost 
of  space  occupied  such  as  rent,  altera¬ 
tions,  amortization  of  leasehold  improve¬ 
ments,  light,  heat,  power,  janitor  service, 
etc.,  but  not  including  maintenance  and 
rep^rs,  and  depreciation. 

655  Depreciation  of  corporate  premises 
owned — ^building. 

This  account  will  represent  the  amount 
of  provision  applicable  to  the  fiscal  year 
for  depreciation  of  the  building  and  other 
depreciable  Improvements  of  corporate 
premises  owned  and  used  as  the  com¬ 
pany’s  office  quarters. 

656  Depreciation  of  furniture  and  equip¬ 
ment. 

This  account  will  represent  the  amount 
of  provision  applicable  to  the  fiscal  year 
for  depreciation  of  furniture,  fixtures, 
and  equipment,  including  automobiles, 
owned  by  the  company. 

657  Directors*  and  stockholders*  meet¬ 
ings  costs. 

This  account  will  represent  directors’ 
fees,  and  travel  expense  for  attendance 
at  directors’  and  stockholders’  meetings. 
This  account  also  will  include  the  cost  of 
holding  stockholders’  meetings,  such  as 
rental  of  the  meeting  hall  and  related 
expenses. 

658  Insurance. 

This  account  will  represent  fire,  theft, 
employee  group  life  Insurance,  and  other 
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insurance  expense,  including  fidelity  665  Travel.  cal  year  on  capital  stock  of  small  biisi- 


bond  premiums  and  insurance  on  auto¬ 
mobiles.  With  respect  to  employee 
group  life  insurance  coverage,  only  that 
portion  of  the  premiums  paid  by  the 
company  will  be  charged  to  this  account. 
The  portion,  if  any,  of  «nployee  group 
life  insurance  premiums  withheld  from 
salaries  or  received  from  employees  will 
be  refiected  in  account  No.  378. 
(Insurance  premiums  to  be  amortized 
will  be  charged  to  account  No.  220.) 

659  Investigation  and  financial  service 
costs. 

This  account  will  r^resent  the  amount 
of  charges  made  by  outside  firms  and 
individuals  for  investigation  and  finan¬ 
cial  services  rendered  to  the  company. 
Such  services  may  be  required  in  con¬ 
nection  with  applications  for  loans  and 
applications  for  financing  small  business 
concerns  through  acquisition  of  their 
debt  securities. 

660  Investment  adviser  and  supervisory 
costs. 

This  account  will  represent  the  amount 
of  charges  made  by  outside  firms  and 
individuals  for  furnishing  advice  to  the 
company  with  respect  to  the  desirability 
of  investing  in,  purchasing,  or  selling 
loans,  debt  securities,  and  capital  stock 
of  small  business  concerns  and  other 
property,  or  for  determining,  if  so  em¬ 
powered,  what  securities  or  other  prop¬ 
erty  shall  be  purchased  or  sold  by  the 
company. 

661  Legal  services. 

This  account  will  represent  the  cost 
of  legal  services  rendered  to  the 
company. 

662  Miscellaneous  services  and  supplies. 

This  accoimt  will  represent  the  amoimt 
of  charges  made  to  the  company  for  cus¬ 
todial  or  safekeeping  services  in  connec¬ 
tion  with  its  portfolio  securities,  bank 
ser\'ice  charges,  exchange  on  checl^,  pro¬ 
test  fees,  and  other  miscellaneous  serv¬ 
ice  charges,  and  the  cost  of  office  supplies 
such  as  stationery,  accounting  forms, 
blank  books,  pencils,  binders,  etc. 

663  Salaries. 

This  account  will  include  the  balances 
in  subaccounts  Nos.  663.1  and  663.2. 

663.1  Salaries  of  officers. 

This  account  will  represent  the  salary 
cost  of  all  officers  of  the  company,  in¬ 
cluding  directors’  salaries,  if  any.  but  not 
directors’  fees  for  attendance  at 
meetings. 

663.2  Salaries  of  employees. 

’This  siccount  will  represent  the  salary 
cost  of  all  employees  other  than  officers, 
including  salaries  of  any  temporary  or 
part-time  employees  engaged  for  specific 
assignments. 

664  Taxes,  excluding  Federal  and  Stale 
income  taxes. 

This  account  will  represent  the  cost  of 
all  taxes,  including  those  on  corporate 
premises  owned,  motor  vehicle,  personal 
property,  social  security  (company’s  por¬ 
tion)  and  other  taxes  charged  to  the 
company,  exclusive  of  Federal  and  State 
income  taxes. 


This  account  will  represent  all 
travel  expense,  including  transportation 
charges,  automobile'  maintenance  and 
operating  expense,  meals,  lodging,  tele¬ 
phone,  telegraph,  and  other  company 
costs  incurred  by  officers  and  employees 
while  in  a  travel  status. 

666  Uncollectible  notes  and  accounts. 

This  account  will  represent  the  amount 
of  estimated  uncollectible  notes  and  ac¬ 
counts  receivable  applicable  to  the  fiscal 
year. 

667  Uncollectible  interest  receivable. 

This  account  will  represent  the  amount 
of  estimated  uncollectible  interest  re¬ 
ceivable  applicable  to  the  fiscal  year. 

668  Uncollectible  loans  (Section  305). 

’This  account  will  represent  the  amount 
of  estimated  uncollectible  loans  (Section 
305)  to  small  business  concerns  appli¬ 
cable  to  the  fiscal  year. 

669  Uncollectible  amounts  due  from 
debtors  on  sale  of  assets  acquired  in 
liquidation  of  loans  and  debt  securi¬ 
ties. 

This  account  will  represent  the  sum  of 
estimated  uncollectible  amounts  due 
from  debtors  on  sale  of  assets  acquired 
in  liquidation  of  loans  (Section  305)  and 
debt  securities  (Section  304)  applicable 
to  the  ^cal  year. 

Note:  Appropriate  subsidiary  accounts 
should  be  maintained  as  deemed  necessary. 

670  Maintenance  and  repairs. 

’This  account  will  represent  all  main¬ 
tenance  and  repairs  expense  on  build¬ 
ings,  furniture,  and  equipment  (other 
than  automobiles)  owned  by  the  com¬ 
pany. 

671  Retirement  benefits  expense. 

This  accoimt  will  represent  the  cost 
assumed  by  the  company  in  contribut¬ 
ing  to  a  pension  fund  providing  for  em¬ 
ployee  retirement  benefits.  The  portion, 
if  any,  of  the  cost  of  retirement  benefits 
withheld  from  salaries  or  received  from 
employees  will  be  refiected  in  account 
No.  378. 

672  Organization  expense. 

This  accoimt  will  represent  the  amount 
of  legal  fees,  promotional  expense,  stock 
certificate  costs,  incorporation  fees, 
taxes,  and  other  related  costs  incurred 
in  organizing  the  company,  which  are 
charged  to  expense  (this  account)  as 
incurred  or  are  transferred  to  this  ac¬ 
count  periodically  through  the  amorti¬ 
zation  of  organization  costs  established 
as  an  asset  in  account  No.  256. 

673  Estimated  losses  on  debt  securities 
(Section  304). 

This  account  will  represent  the  amount 
of  estimated  losses  applicable  to  the  fis¬ 
cal  year  on  debt  securities  (Section  304) 
of  small  business  concerns. 

674  Estimated  losses  on  capital  stock  of 
SBCs. 

’This  account  will  represent  the  amount 
of  estimated  losses  applicable  to  the  fis- 


ness  concerns. 

675  Estimated  losses  on  assets  acquired  ' 
in  liquidation  of  loans  and  debt  se¬ 
curities. 

This  account  will  represent  the  sonount 
of  estimated  losses  applicable  to  the  fis¬ 
cal  year  on  assets  acquired  in  liquidation 
of  loans  and  debt  securities. 

676  Estimated  losses  on  warrants,  op- 
lions,  and  other  stock  rights  acquired 
from  SBCs. 

This  account  will  represent  the  amount 
of  estimated  losses  applicable  to  the  fis¬ 
cal  year  on  warrants,  options,  and  other 
stock  rights  acquired  from  SBCs. 

679  Miscellaneous  operating  expenses. 

This  account  will  represent  the  amount 
of  operating  expenses  not  specifically 
provided  for  in  other  accounts. 

680  Amortization  of  discount  on  deben¬ 
tures  payable. 

This  account  wUl  represent  the  amount 
of  amortization  of  discount  on  un¬ 
matured  outstanding  debentures  payable 
issued  by  the  company. 

Debit: 

(a)  At  the  end  of  each  month,  with 
the  monthly  amount  necessary  to  amor¬ 
tize  the  discount  over  the  life  of  such 
debentures. 

(b)  With  the  unamortized  portion  of 
discount  applicable  to  such  debentures 
purchased  and  retired  prior  to  maturity. 

(c)  When  such  debentures  mature 
during  the  month,  with  the  amount  of 
discount  applicable  to  the  portion  of  the 
month  the  debentures  were  outstanding. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary). 

(See  account  No.  224) 

690  Loss  on  debentures  purchased  and 
retired. 

This  account  will  represent  the  amount 
of  excess  of  (1)  the  cost  of  the  principal 
sum  of  debentures  payable  purchased 
and  retired  over  (2)  the  par  value  of  such 
debentures  plus  unamortized  premium 
and  minus  unamortized  discount  in  con¬ 
nection  with  such  debentures. 

Debit: 

(a)  With  amount  of  such  loss  on  de¬ 
bentures  payable  purchased  and  retired 
during  the  month. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary). 

(See  accounts  Nos.  224,  316,  318,  and 
380) 

700  Loss  on  U.S.  (^vemment  securities. 

’This  account  will  represent  the  amount 
of  loss  on  the  sale  or  other  disposition  of 
United  States  Government  obligations, 
direct  and  fully  guaranteed,  carried  in 
account  No.  130. 

Debit: 

(a)  With  amount  of  loss  on  such 
securities  sold  or  disposed  of  otherwise. 
Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to 
realized  gain  and  loss  summary) . 
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702  Loss  on  debt  securities  (Section 
304). 

This  account  will  represent  the  amount 
of  loss  in  excess  of  that  provided  for  in 
account  No.  393  on  the  write-down  or 
sale  or  other  disposition  of  debt  securi¬ 
ties  (Section  304)  of  small  business  con¬ 
cerns  carried  in  accounts  Nos.  180  and 
184. 

Debit: 

(a)  With  amount  of  loss  in  excess  of 
that  provided  for  in  account  No.  393  on 
such  debt  securities  written  down  or  sold 
or  disposed  of  otherwise. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  real¬ 
ized  gain  and  loss  summary) . 

(See  account  No.  574) 

706  on  capital  stock  of  SBCs. 

This  account  will  represent  the 
amount  of  loss  in  excess  of  that  provided 
for  in  account  No.  394.1  on  the  write¬ 
down  or  sale  or  other  disposition  of 
capital  stock  of  small  business  concerns 
carried  in  accounts  Nos.  190,  194,  and 
198. 

Debit: 

(a)  With  amount  of  loss  in  excess  of 
that  provided  for  in  account  No.  394.1  on 
such  capital  stock  written  down  or  sold 
or  disposed  of  otherwise. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to 
realized  gain  and  loss  summary). 

(See  account  No.  574) 

707  Loss  on  warrants,  options,  and  other 
stock  rights  acquired  from  SBCs. 

This  account  will  represent  the  amount 
of  loss  in  excess  of  that  provided  for  in 
account  No.  394.2  on  the  write-down  or 
sale  or  other  disposition  of  warrants, 
options,  and  other  stock  rights  acquired 
from  SBCs. 

Debit: 

(a)  With  amount  of  loss  in  excess  of 
that  provided  for  in  account  No.  394.2 
on  such  warrants,  options,  and  other 
stock  rights  written  down  or  sold  or  dis¬ 
posed  of  otherwise. 

Credit; 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to 
realized  gain  and  loss  summary). 

(See  account  No.  199  and  memorandum 
record  No.  NA-10) 

708  Loss  on  assets  acquired  in  liquida¬ 
tion  of  loans  and  debt  securities. 

This  account  will  represent  the  amount 
of  loss  in  excess  of  that  provided  for  in 
account  No.  395  on  the  write-down  or 
sale  or  other  disposition  of  assets  ac¬ 
quired  in  liquidation  of  loans  (Section 
305)  and  debt  securities  (Section  304) 
of  small  business  concerns  carried  in 
account  No.  200. 

Debit: 

(a)  With  amount  of  loss  in  excess  of 
that  provided  for  in  account  No.  395  on 
such  assets  written  down  or  sold  or  dis¬ 
posed  of  otherwise. 
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Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to 
realized  gain  and  loss  summary) . 

(See  account  No.  574) 

709  Lo(»f<  on  other  assets. 

This  account  will  represent  the  amoimt 
of  loss  on  the  sale  or  other  disposition  of 
assets  not  specifically  provided  for  in 
other  accounts. 

Debit: 

(a)  With  amount  of  loss  on  such  assets 
sold  or  disposed  of  otherwise. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

(See  account  No.  574) 

710  Expense  on  assets  acquired  in  liqui¬ 
dation  of  loans  and  debt  securities. 

This  account  will  represent  the  amount 
of  expense  incurred  during  the  month  on 
assets  acquired  in  liquidation  of  loans 
(Section  305)  and  debt  securities  (Sec¬ 
tion  304),  including  the  operation  and 
depreciation  of  properties,  carried  in  ac¬ 
count  No.  200.  The  account  also  will  in¬ 
clude  the  amount  of  interest  expense 
accrued  during  the  month  on  mortgages 
payable  on  assets  acquired  in  liquidation 
of  loans  and  debt  securities. 

Debit: 

(a)  With  amount  of  such  expense  in¬ 
curred  during  the  month. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  accoimt  (transfer  to  profit 
and  loss  summary) . 

Note:  In  instances  when  a  liquidating 
agent  Is  employed  to  supervise  the  disposi¬ 
tion  of  the  assets,  appropriate  subsidiary 
accounts  should  be  maintained  by  the  agent. 

Cash  collected  from  the  sale  of  assets  by 
the  liquidating  agent  should  be  remitted 
immediately  to  the  company.  The  company 
should  maintain  a  local  depository  bank  ac¬ 
count,  in  which  all  receipts  of  the  agent  are 
deposited  when  direct  remittances  to  the 
company  are  not  feasible.  Deposit  balances 
In  this  account. should  be  subject  to  with¬ 
drawal  by  check  only  by  the  company  and 
should  be  reflected  on  the  company's  records 
In  the  same  manner  as  other  bank  accounts. 

Any  advances  to  a  liquidating  agent  for 
expenses  incident  to  the  oi>eration  of  or  In 
the  disposition  of  assets  acquired  In  the 
liquidation  of  loans  and  debt  securities 
should  be  charged  to  account  No.  220 — 
Prepaid  expenses. 

715  Other  expenses. 

•This  account  will  represent  the  amount 
of  nonoi>erating  expenses  not  specific^ly 
provided  for  in  other  accoimts. 

Debit: 

(a)  With  amount  of  such  expenses  in¬ 
curred  during  the  month. 

Credit; 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

720  Federal  income  taxes — net  income. 

This  account  will  represent  the 
amount  of  Federal  Income  taxes  appli¬ 
cable  to  net  income  for  the  current  fiscal 
year. 

Debit: 

(a)  With  amount  of  such  taxes  ac¬ 
crued  during  the  month. 


Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

(See  account  No.  354) 

722  Federal  income  taxes — net  realized 
gain  on  investments. 

This  account  will  represent  the 
amount  of  Federal  income  taxes  appli¬ 
cable  to  net  realized  gain  on  investments 
for  the  current  fiscal  year. 

Debit: 

(a)  With  amount  of  such  taxes  ac¬ 
crued  during  the  month. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  real¬ 
ized  gain  and  loss  summary) . 

(See  accoimt  No.  354) 

725  State  income  taxes — net  income. 

This  account  will  represent  the 
amount  of  State  income  taxes  appli¬ 
cable  to  net  income  for  the  current  fiscal 
year. 

Debit: 

(a)  With  amount  of  such  taxes  ac¬ 
crued  during  the  month. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  profit 
and  loss  summary) . 

(See  account  No.  356) 

727  State  income  taxes — net  realized 
gain  on  investments. 

This  account  will  represent  the 
amount  of  State  income  taxes  appli¬ 
cable  to  net  realized  gain  on  investments 
for  the  current  fiscal  year. 

Debit: 

(a)  With  amount  of  such  taxes  ac¬ 
crued  during  the  month. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balance  of  account  (transfer  to  real¬ 
ized  gain  and  loss  summary) . 

(See  account  No.  356) 

MEMORANDUM  RECORDS 
Contingent  Assets 

C.\— 1  Documentary  items  in  process  of 
collection. 

This  record  will  show  the  amount  of 
trade  acceptances,  bills  of  sale,  sight 
drafts,  and  other  similar  documents  re¬ 
ceived  by  the  company.  It  is  intended 
that  items  entered  in  this  record  will 
not  of  themselves  be  considered  collat¬ 
eral.  but  will  represent  instruments  used 
in  effecting  collection  of  the  proceeds  of 
the  sale  of  collateral  which  has  been  re¬ 
leased  on  trust  receipts  or  similar  col¬ 
lateral  documents.  When  collection  is 
effected,  appropriate  entry  will  be  made 
in  this  record. 

CA— 2  Other  contingent  assets. 

This  record  will  show  the  amount  of 
miscellaneous  contingent  assets,  such  as 
postdated  checks,  etc. 

Contingent  Liabilities 
CL-6  Conunitments  outstanding. 

This  record  will  show  the  amount  of 
financing  commitments  made  and  out- 


4040 


RULES  AND  REGULATIONS 


standing  to  small  business  concerns,  in¬ 
cluding  commitments  for  loans  and  for 
the  acquisition  of  small  business  con¬ 
cerns’  capital  stock  and.  debt  securities. 
This  record  also  will  show  the  amount  of 
deferred  participations.  A  deferred  par¬ 
ticipation  is  defined  as  a  commitment 
under  a  participation  agreement  whereby 
the  “participating”  company  will  make 
funds  available  on  a  deferred  basis  to  the 
“initiating”  company  in  connection  with 
the  latter’s  financing  of,  or  commitment 
to  finance,  a  small  business  concern,  or 
in  connection  with  an  “initiating”  small 
business  investment  company’s  acquisi¬ 
tion  of  loans  or  equity  securities  from 
other  such  companies.  When  funds  are 
advanced  against  commitments,  appro¬ 
priate  entry  will  be  made  in  this  record. 

CX>— 7  Other  contingent  liabilities. 

This  record  will  show  the  amount  of 
miscellaneous  contingent  obligations  not 
otherwise  classified. 

Nominal  Assets 

NA— 10  Stock  purchase  Mrarrants  or  op¬ 
tions  on  stock  of  SBCs. 

This  record  will  show  the  company’s 
ownership  of  detachable  stock  purchase 
warrants  or  options  on  stock  of  SBCs,  re¬ 
tained  after  the  accompanying  financing 
instniments  have  been  disposed  of.  for 
which  no  consideration  was  given  distinct 
from  that  surendered  for  such  financing 


instruments  and  for  which  no  separate 
cost  has  otherwise  been  determined. 

Each  such  detachable  stock  purchase 
warrant  or  option  certificate  should  be 
entered  in  this  record,  upon  detachment, 
at  a  nominal  value  of  one  dollar  ($1). 
Upon  sale  of  such  a  detached  stock  pur¬ 
chase  warrant  or  option,  upon  exercise 
or  expiration  of  rights  conveyed  by  such 
a  detached  stock  purchase  warrant  or 
option,  or  upon  the  determination  of  a 
cost  to  be  recorded  for  such  a  detached 
stock  purchase  warrant  or  option,  the 
entry  establishing  such  certificate  in  the 
memorandum  records  Is  to  be  discharged 
through  an  equivalent  credit. 

Debit: 

(a)  With  nominal  value  of  such  de¬ 
tachable  stock  purchase  warrants  or 
options  upon  their  detachment  from 
capital  stock  certificates  or  debt  securi¬ 
ties. 

Credit: 

(a)  With  nominal  value  of  such  de¬ 
tached  stock  purchase  warrants  or  op¬ 
tions  upon  exercise  or  expiration  of 
rights  conveyed  by  such  warrant  or  op¬ 
tion  certificates. 

(b)  With  nominal  value  of  such  de¬ 
tached  stock  purchase  warrants  or  op¬ 
tions  sold  or  disposed  of  otherwise. 

(c)  With  nominal  value  of  such  de¬ 
tached  stock  purchase  warrants  or  op¬ 
tions  for  which  a  separate  cost  has  been 
established. 

(See  accounts  Nos.  180, 194,  and  199) 


Nominal  Liabilities  i 

N1^16. 

Options  on  Company's  Stock 
OCS— 1  Options  on  company's  stock. 

This  record  will  show  details  of  out¬ 
standing  options  on  the  company’s  cap¬ 
ital  stock  granted  in  lieu  of  salary  or 
in  payment  for  services  actually  ren-  ' 
dered  to  the  company.  ’The  following. 
data  will  be  included : 

1.  Identification  of  person  or  entity 
holding  options. 

2.  Number  of  shares  optioned. 

3.  Type  and  class  of  stock  called  for 
by  options. 

4.  Dates  of  grant  and  of  expiration  of 
options. 

5.  Price  or  prices  at  which  options 
exercisable,  with  dates  they  apply. 

6.  Fair  market  value,  per  share,  of 
stock  called  for  at  date  each  option  was 
granted. 

7.  Price  of  each  option  as  percent  of 
fair  market  value  of  optioned  stock  at 
date  option  was  granted. 

8.  Provisions  for  termination  of  op¬ 
tions  in  case  of  death  or  retirement  ci 
optionees,  or  other  circumstances.  ' 

9.  Details  of  authorization,  shares  re¬ 
served  for,  issuance,  exercise,  lapse,  and 
forfeiture  of  options  provided  for  under 
the  company’s  stock  option  plan. 

[Fit.  Doc.  65-3099;  Filed,  Mar.  35.  1966; 

8:45  ajn.] 
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